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TECHNICAL COOPERATION ADMINISTRATION 


Jidda, Saudi Arabia 
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November 21, 1952, 


To: Director 1,¢,5., 
American Legation, Jidda, 


From: PW, Bakarian 
Subject: Development Bank for Lebanon, 

We transmit for information a copy of each of 
two reports on the Lebanese Credit System, and the 
establishment of a Development Bank in Lebanon, 


The latter report is intended to serve as a basis 
for discussions. 
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UNCLASSI# TED 


JOTK ON THE WSTABLISHMINT CF A 
DEVELOPMENT BANK YOR LEBWON 


By: MF, Abcarivs, B.C, L, en D,, 0.B,E, 
and 
>.W, Bokerian, B.Sc, M.Sc, “h’D 


The need for lone term credit has been demonstrated in 
the Notes on The Credit System of Lebcnon deted 3rd July, 1952, 
(vide Appendiz II of the monthly resort 1.0.5, for June 1952,) 
Ageinst thet background the possibilities of the esteblishment 
of a Development Bank sre now discussed, 


2, Legal Position 
a, In Lebenon the e are no foreign exchenge 


b, 


Ce 


restrictions, Foreign cacitel may be freely 
imported into the country, snd profits or divi- 
dends mey be withdrawn at the discretion of the 
investor, Caviteal brought into the country may, 
under present lesisletion, be withdrawn without 
the need for authorization, 


There is no difficulty in promoting joint stock 
companies, but since they must be incorporated in 
Lebanon, they will be regerded as Lebanese 
Companies, The strtute of a corporation must be 
passed by presidential decree and thereafter 
attested by a notery public, Publication in the 
official journal follows in the normal course, 


Taxation is a hesvy item, and it may be regerded as 
a hindrance to the formetion of joint stock 
comoanies, In the first place e ca itel levy 

of 1% (one per centum) of the avthorised capital 

is collected within a period of six months from 

the date of the formation of the Company, In the 
second plece a proportionsl tex is levied on the 
issue of share caritel in series as follows: 
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Share Capitel from LL 1, 25,000 2 LL per mille 


‘ 


: . 3 2, Btls Btw * © * 
: " # 50,001 to 100,000 1 " " 8 
: * 1 # 100,001 to 200,000 # " " * 
r "over " 200,000 - oo mon 


In the third place a stomp duty of 1% of the face 
value is collected on the sctusl issue of shares, 

In all, therefore, a tex of 2,04% 4s leviable on a 
capitel of LL 1 million reduced to 2,024 on 2 capital 
of LL 10 million, 


Apart from the three items of capit:1 texation smell 

fees sre charged for services rendered such as publication, 
Income tex is collected on net profits of companies 

or merchants in accordance with the following 

progressive rates, 


Net profits rato per centua 
Not Exceeding LL 5,000 5 
From LL 5,001 to LL 15,000 7 
From LL 15,001 to LL 25,000 9 
From LL 25,001 to LL 35,000 13 
From LL 35,001 tg LL 50,000 17 
From LL 50,001 tg LL 75,000 22 
From LL 75,001 to LL100,000 2? 
From LL100,001 to LL250,000 32 
From LL?50,001 to LL500,000 3? 
Over LL50Q,000 » 2 


The tax on the first LL 500,000 of not profits is, 
horefor , in the neighbourhood of 32%, Net profits 
in excess of LL 500,000 are lisble to a tex of 42%, 


Reference to Parliament is necessary en two counts, 
The Governmont may not guarantee a loan without the 
sanction of Parlianent, Constitutionally the 
Government mey not undertake ony financial liebility 
unless it is avthovised by the Legislsturc, Similorly 
the Government mey not invest funds in 2 comnercial 
venture without porliuncatery avthority, As long as 
the Government is required to give a cuarentece and to 
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participete in providing the loan cenital necessary for 
the proposed benk, reference of the project to Parlia- 
ment cannot be avoided, 


CQ, It is ovident from the foregoing that a cerit:1 levy of 
2,04 is a high charvo which ertly crplrins the fact 
that there is but a smell number of joint stock 
companies opersting in the country, In countries 
under development it is normal for the Government 
to reduce the capital levy on the incorporation of 
companies in order to encowrsge local enterprises 
and to attrect foreign capital, Furthermore, in 
certain cas:s exemption fron trxetion is granted 
for a given number of sears, and in others 
governments have agreed, exceptionally, to an 
amortization of assets in shorter period then that 
stetutorily allowed, The Government may b. movdd 
to consider appropr‘ate reductions in the t xetion 
of corpor: tions in ordcr to f-cilitete their 
formation, 


3, Scope of provosed Bank 


As far as tho Industry and Trensvort section of tho 

T,C,A. Lebenon is concerned, the mein interest centres 

around financing the industrial «nd trans ortation 

development of the country, But the Industry end 

Transoort steff activities sre only one part of the 

whole effort by 7.0.4. to uolift the Leb: nese economyy 

and credit for developrent in other ficlds is quite os 

important, In fect the Governaent hed recoruisod the 

need for eericultural ond hotel keoving credit sone 

ten years ceo, and it hes provided linited facilitirs 

for cericulturists 1d hotel kcep. rs, The question 

arises: should the 7,C,A4, sponsor two senarete institutions one to 
finence industry and the other to finance agriculture] developmont? 


fuy Those who fevour the estrblishment of sepsrrte 
finencing institutions advence soecializ. tion os 
their miin srgument, The arguncnt is forwful, 
We need sgricultur:] credit svecielists, but this 
neod does not neerssitete setting w ao 
sepernte institutions, It is concoivable that 
brinch of the proposed development benk would 
be provided with spocialis's to desl with 
eerioulturol credit, hotel kecping oud Tourism, 
A single finenciue institvition is ecrtsinly 
more economical «s fer as overhesd cherges pre 
concerned, It will rlso svoid the forn-tion of 
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another company and another reference to, and 
approvel by, Parliament, 


Agricultural development credit, as usually 
understood, implies long or medium term lovns for 
land purchase, terracing, deep ploughing, 
conelization and the like, But it should not 
preclude seasonel credit without which the frvmer, 
very often, is unsble to produce a crop, It is 
precisely for seasonal credit thot the cultivator 
turns to the money lender or to the leudlord which, 
under local conditions, is very mech the same thing, 
Seasonel credit lends itself to the form: tion of 
cooperstive credit societies of the tyne known by 
the neme Raiffeisen, The fineucing of these 
cooper: tive might well fril within the shpere of 
the Development Bank, On the one hand tho 
fostering of cooperative societics is a new dovee 
lopment in Lebanese Economy qvite worth encourscing, 
On the other hand Cooperative Socictics with their 
specinl liens end collective security ere generally 
considered goo’ risks, (Tho need for cooper tive 
season: l credit hes beon dealt with in Pert IV 
"Agricultural Credit" of the report on tho Lebencse 
Credit System datid 3rd July 1952,) This point is 
mode here beenuse, if accented, it should be 
specificnlly mentioned in the statute of the Deves 
lopment Bank, 


Incidentrlly, tho cooperative lcvisl tion would 
recvire emendnent, (1) This mey be effected ot the 
time the porticipation of the Government is referred 
to Parlisment in order to avoid double reference to 
the Logisl: ture, 


The development of tourism comprises more than 

the provision of hotels end hotel kevoing for 

tho development of which the Government hs cllo- 
ented o sum of LL 6; million, Projects for the 
development of summer resorts which are not undere 
telen as foint 7,C,a, = Government of Lebsnon 
projects would niturslly reoudre finsneing from 
other sources and it is thourht thet the Development 











(1) V, Notes on tho Credit System of Leb non of 
July 3rd, 1952, 
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Benk might include in its -ctivity the finencing of 
sound private projects, In any ceso the hotcl 
business, particularly where it is on importent pert 
of 2 country's economy, is generally rogrrded as an 
industry which fells propcrly within the scope of a 
Development Bank, 
Tho suggestion, therefore, is that the Development 
Benk shovld include in its activites the finoncing of: 
(i) Industry, including villege industries; 

(44) Agriculturel Development; 

(444) Cooperative Societics: 

(iv)  Pisheriess and 


(v) Tourism including Hotel Keeping and Construction, 


4, The Position of Bxisting Crodit istitutions 


b 


The determination of the extent of credit required 
depends,in ¢ large measure, on the attitude of the 
Government and the ultirete position Se:4l (Socicte 
de Oredit Agricole ot Industricl du Liben) will teke 
in finnicing economic develoyment, Obyiovsly, if the 
Government is to teke un active interest in the 
estibliskmont of the Development Bank 4t should 
turn over to the uew institution the issue of 
agriculture] endtotel industry loans ot present 
enaged by the Governmont from funds pleced at its 
disposal by the Currency Issuing Branch of tho 
Banque de Syric et dv Liban through Senil, This 
necounts for LL 15 million, 


In this connection the position of Sexil should bo 
considered, It is o financing institution with » 
shere cupitel of LL 1 million held es to 51% by the 
Benque de Syric et du Libon and as to 49%, by Le 
Banque Natioasle pour le Comurce et 1'Industric, 
Zilkha private Bank end e few local capitalists, 

In prevedling circunstunces Sceil may be regerdod eas 
opercting at a reasonable rete of interest, e little 
less then 8%, Tho locn cepitrl plreed at its dis» 
pos 1 by the Currcney Issuing Brench of the Banquo 
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de Syrie et du Liben is said to be LL 7 million (1), 
The loan canite] pleed et the disoos-1 of Government 
through Sceil is LL 15 million, meking in «ll LL 

22 million, Assuming thet out of the totel loan 
eapitel aveileble LL 16 million only is constantly 
invested (this is LL 1 million below the eetual 

figure as uscorteined in carly August, 1952) and 
reckoning on a minimum net return to Scril of 14, the 
net ennuel income from loan cavit:1 may be estinsted 
et LL 160,000, The annul net return ecrruing from 
shere capitel may be put down nt 3% or LL 30,000 pe, 

In ell, therefor+, the socicty is, conservatively, 
yielding an onnual dividend vell ovir 15% ofter 
allowing for bad debts ind stetutory resorves, This 
explrins why the sheres of Scail issvod at a face 

value of LL 25 each ere today avoted at LL 37g, Should 
the Government turn over its finencing oper..tions to the 
Developnont Bonk, the annusl net profits of Sesil would 
be reduced, probrbly to LL 80,000 end the distributable 
dividend to something like 5%, It is evident thet the 
Banove de Syric et du Liben, which holds » controlling 
intorest in Scril and is st the seme tine the only 
source of loan sr it:l,is likely to put up « stubborn 


‘resistence to the orojuct of a Development Bank, 


There ore five possible solutions end och hes its 
merits :nd demcrits, 


(4) Loeve Seail ond reigning Credit System elone, 
While teking cognuiszence of the activitics of the 
Govcrnnort end Senil in the field of finracing 
agriculture and the hotel industry, this special 
finencing method may be left to opurcte in its om 
way, while the Development Bank wovld de set 
up independently, The min adventage of this 
solution is the relative ease of ievotiitions, 
The priucipel discdventsges cro the duality of 
the finuncing syetem ond th possibility of a 
client bins served by tvo institutions et one 
and the seme timo especirlly when one of thom is 
& Goverumat Agency, which charges ¢ lowr rote 


ae ee ne eee 


(1) This infor »+ion was obtained from the Men-ror af 
Seril, It ie orrhaps on overestinote, 
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of interest making competition among cultivetors 
uneven and, therefore, unfair, Furthermor:, 
Government machinery is exceedingly slow, Cases 
are on record where loans heve been granted 18 
months efter the date of the applicstion, 


Turn over the activity of the Government to 

Scail, This possibility would plsce LL 15 million 
more at the disposal of Sesil for issuo in loans, 
The interest rate for such loans by Sccil is at 
present 8,4%, It would not be practicel for Seail 
to charge two rates of interest because, wherever 
drawn, the line would be arbitrery, A cenernl 
lowering of the rete cherged by Seail would become 
necossary, A rate of 6% would yield as much as 
the oresent 8,4% charged by Scnil end 5% charged 
by the Government, The argument of unfrir 
competition with the proposed benk wovld apply here 
with equal force, Furthermore it is impyoper that 
with 9 capital of LL 1 million Sesil shovld be 
allowed to operste a loan capit:1 of LL 22 
million, In normal circumst«nces Scril wonld 

not find lon ci rits1l to this extent, 


A third solution may be found in transferring 
the fund of LL 15 million to the Development 
Bank through Sesil, Seril would maint: in its 
level of profits which wovld certainly mollify 
the resistance of the Banque de Syrio ot du 
Liben, On the othe hani, the Development Bronk 
would depend on Seril for LL 15 milsion of the 
loan cswitel it noeds, This seems the lest 
Objectionable of the solutions co f r considered, 
Essentially this is o mollifyitg:solution, but, 
to render its function properly the Dvr lopment 
Bunk should be frec to decide on its policy 
duioneniently of nny outside Influence, be 1 
Soil or spy othor institution, 


The Benque de Syrice et du Lib-n micht be offered 
a sufficient shere in the cepital of the 
Dovelopnent Bank to comocasete any loss on its 
investment in Secil, In sny eese the Banoue de 
Syrie et du Liben muct t ke o leoding part in 

the fom tion of the Development Bank, end it will 


5s 
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presunably, teke care of its interest, The 
Banque de Syrie et du Liben will probrbly t:ke 

up shares in the capitel of the Development Bank, 
but the provision of losn capitel fron the 
Currency Issuing Branch would reavire the inter- 
vention or at least the consent of the Government, 


The absorptionaf Scail by the Development Bank, 
This solution is no doubt the best because credit 
would be centralised in the hands of one institution 
whose stability stends beyond doubt and whose 
policy would not be cubjicct to governmentel 
influence, It wold be difficult to induce the 
Sceil into amalgamation with the Development 

Bank without Government intervention, Should this 
prove possible Scail would teke up LL 1 million 

in the Share canritel of the Development Benk and 
wovld trensfer to it such of its assets and 
liabilities as may be agreed upon between the 
parties, The Development Bank would thon stert 

as 2 voing concern, The Government may be induced 
to bring pressure to bear on Scail to bring about 
ameleemetion, Government mey refuse the solution 
suzeested under (iii) chove and it may even curteil 
the loon capitel which Ser il obteins from Currency 
Issuing Branch of the Banque de Sprie et du Liben, 
A combination of these two neasures would moka 
negotintions for amalsemztion the easier, 
4ccording to current resorts the issue of loans to 
cultivators end hotelekeepers through present agencies 
has neither been judicious nor entirely obicctive, 
This alone --ould drive home the necessity for 
keeping the Development Bank free from outside 
influence politic:1 or otherwise, 


With the change in Regine, it is hoped that the centra= 
lization of ercdit facilities in the ).ids of the Dovee 
lopment Bani: will present but little difficulty, 


mated nocd for Or dite 


In the absence of statistienl det, it is difficult to estincte, 
ecourately, Lebenon's necd for ercdit, But certain conclusions 
may be resched provisions lly from the date evailsble towever 
imperfect ther may be, 
figures have bern reach d, 


It is on this beeic that the following 
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Industry, 


(1) 


(44) 





According to a pamphlet issued by the Lebanese 
Association of Industrialists for the year 1949=1950 
(two years old), the capitel invested in industry, 
excluding the cement factory of Shek’a, the only cement 
plant in Lebanon, is reported to be slizhtly less than 
LL 100 million, The total nunber of fectories is given 
as 1081, and they employ between then 14,979 labourers, 
From a totel of 1081 factories 645 are far fron producing 
to capecity as reported, althovgh local consumption in 
many cases is not wholly met (1), 

The list attached shows the industries concerned, 

their totel capscity, their actu:l production and the 
demand for consumption es estinated by the association 
of Industrialists, Production to caoacity is 

desir: ble, firstly, because it is econonicsl, secondly, 
in order to meet locel demand and thirdly, to provide 
gools for export as a step towards the dj stment of 

© balance of trade heavily weifhted az inst Lebanon, 

It, is expected that a number of existing industries 
will be nolernized and expanded with the help and 
alvice of the technical st:ff made aveilcble by 7,0,5 
It is not unressonable to sug est thet tho processes 

of modernization ent oxpension end production to. 
capecity would necessitate a capitel equal to 25% of 
the capitel alresdy invested, Assuming th: t 50” of 

the «dditioneal cepiteal neelei would be provided by the 
industrialists themselves, the balence, nemely LL 125 
miliion should be mede nvailable from loan capital, 


The establishment of aow industries must be expected; 
and the power to be genercted by the realization of 


ee ee ee ee 


(1) The lotest figures obtained fron the Ministry of 
National Econony indicate that the totel ce ritel 
invested in Industry (June 1952) anomie to LL 1433 
million yielding an annusl gross inco.« of LL 2195 
million, The net return to Industrirlists is reported, 
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the Liteni Project will sive the development of 
industry a fresh impetus, The Industry and Transport 
Section, however, has not completed the survey of 
possibilities in this field, The mein pre-requisite 
for industrializetion, lsbour, is eveileble, intel- 
ligent snd adeptable, Moreover, the existence of 
sone 1100 factories covéring 65 cetegories in this 
sriall patch of God's earth is another indication of 
the possibility of industrializ:tion, Without 
entering into details, which is impossible at this 
stoge, a token of LL 7 milifon may now be included in 
the credit reqiirements for industrial developnent on 
the understanding thst it is by no means a ceiling, 


Agriculture, 


Here, to sone extent, we ere on surer eround, dhe ercdit 
at present available for Agriculture is eaunl to 57% of the 
LL 23 million operrted by Scail and the Governnent, This 
anoumts to LL 13 million in round figures, That the sun of 
LL 13 million is insufficient is evilenced by the persistent 
denend for credit which one hears on every side, Every 
enquirer into the st.te of the felich (as experienced by 
1.0.5, Lebonon Specielists) mst cone to the conclusion 
thet credit is needed, Assuning thet 2 avicker and more 
judicious sdninistretion of the fund argilable would result 
in a better end wore effective distribution: f loans, there 
would still renain » pressine denend for credit to effect 
the new developments, As irrigstion works procerd credit 
will be needed for cunlisetion, for breaking up new 

land, for the purchse of live stock, ete, ete, 

Apert from the LL 13 million nt present availeble it 

is evident thet a fuirly lerge enount will de 

necessery, In this cese also one must resort to the 
insertion of 2 token of LL 10 million in uddition to 

the LL 12 million already avilable, 


en a ne ee ee eee 


At to bo LL 9945 million = a retern of 63% of the 
capital invested, The number f lobourers 
employed is ¢iven ns 25,564; and thoy receiv 
between en annuel wee of LL 48 million, 
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Sensonnl Credit 


Seasonal credit es falling within the scope of the 
Developnent Bank hes been deelt with in subeparsgrnch 
(b) of perreresh 3 above, It would be out of the 
question attempting to plece seasonal credit at the 
disposel of individual cultivetors, This would entail 
the nanipulrtion of petty ac:ounts wich could be 
evolded if the Development Benk were to provide the 
credit needed through cooperrtive credit Societics, 
The argument often heerd thet the ersterner is so 
extrenely individuslistic th-+ he crnnot cooper: te is 
an exegzerrtion, The unquolified sveccss of the 
cooperntive movenent enong the arsbs in Palestine 
indientes their erpreity to le: rn; rnd the Lobsnese 
peasents are in no way less iutelligent or less 
adeptrble, Judeing from experience in Palestine, one 
might suggcst tentatively thet sersoncl credit 
facilities would absorb LL 5 pillion, It would hrve 
been more scientific to relete sexsonel credit to 

the velue of tot: 1 production; but this method pre= 
sup.os’r on causl need for crodit nll over the 
country which certrinly is not the cese, At any 

reto for the pursose of this note a ficurr of 

LL 5 nillion nay be provisionelly acceoted as ree 
presenting the need for errson credit through 

coopers tive credit socictics, 


Fisheries, 


So fer the loerl estch of fish hos been fer from 
sufficicat for the locsl doncnd, although the 
consumption per ced is low, Iuprovenents ere under 
consideration, It is estiyted thet in the course of 
tiie, as improvement procecd, loon cepit:1 would be 
reqnir.d, Provisionrlly, the reavir nonts of the 
fishing industry ney be pleeed at LL 3 nillion which 
will be erlled os and when requircd, 


Tourisn, 
Tho need for credit by Tourism is »t present 
supplied by the Govermiant cud Seril to the extent 


of LL 10 million which ds used for construction ond 
hotel kecving, But Tourism compris 9 2 ood derl 
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nore} and loen funds would be needed, But for the 
fact that sone of those improvencnts mey be untere 
trken os joint TueLebenese Governnent projccts 

the need for credit would hove been nuch grerter, It 
is, therefore, not unrerson=ble to set requiroczents, 
over end cbove the LL 10 million elresdy provided, 

at LL 5 million, 


f Although this cursory revicw does not pretend to 
forecest the need of crodity it docs give a general 
iden of thet need, (1) In s*imary these necds pret 


Million 
Industry Expension (Sry) LL 12 
New Industries (¢ provisional estinzte) 7 
Agriculture = At present vrilrble B 
Developnent (provisionsl 10 
estin: tc) 
Sensonrl Credit 5 
Fishcrics - A provisional Estinate 3 
Tourism = At present avnilebli 10 
Developnent Peer 





Con the Estimate of LL 65 nil} 


It would heve beon profar ble if the cctunl neod of 
Industry for credit covld have ben first esecrtained 50 
thet an recurate esti cte of reauir-ments could be nedo, 
As previously stated, however, nove detedled inform tion 
on the needs is being collected by the Industry strf? and 
will be resorted as it is availeble, Wile sporccinting 
the grenter strength cccurste estinates would lond to this 
resort, it is felt thit the telsy in collecting tho 
informetion should not detract “ron the urgency of the 
project, 4 more necur: te sssessront of present roauirce 
ment, moreover, is not likely to affect, moterilly, the 





ee 


(1) 1.0.8, Technicians have been consultet, 
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establishuent of the proposed Development Bank since it is 
intended to start smell and to keen pace with the devee 
lopment of the country, The basic need is alreedy obvious, 
Tn any cere it is not possible to ascertrin, in any field 
the nesd for credit with accuracy, The ficures sucgesto? 
have been carefully considered end night be acecoted 
provisionally subject to amendment as the nee arises, 

The fact that au anount LL 23 million is et present nade 
available for Agriculture end the Yotel Industry will, 

if the sugcestion of the amalesnation of SCAIL with the 
Develosment Bank is accepted, provide the latter with en 
immediate business wich can be expended «t short notice, 
A beginning is necessary; and nothing would be nore 
necessary and spectaculer tha the setting up of a serious, 
independent end wminfluenced financing institution, ‘The 
reel velue of the Benk in promoting the economic devalop= 
nent of the sountry would give food for e?fertive and 
frvourshle publicity, and shovld sel the lios of those who 
Keo: p enicine what hes been achieved, Furthermore, the 
execuydon of the Kesmich Project and the setting uo of 

the Inductrial Institute nakee the cstablichnent of the 
Developiient Bunk » aecessity at this stage, Negotistions 
are not cas; ond nay prove tine consuming, To delay nego= 
tiations u:til:ore accurste data cs to crodit requirenent 
is available vould, 1+ & lator dnt, prove to svc been a 
nistake, 


It ie pertinent to renerk thet the inmediete noed for 
credit hes been folt by 7.9,8, spocielists end orovision 
has deen mide in the prolininary Bulget procosc1 for a 
totel of * 636,000, Under the Herding Agriculturc, Forests 
and Tisherios, © provision for Agriculturn] Credit cnd Rurel 
Cooperatives of $ 91,000 ont $ 35,000 recocetiv ly kes beon 
male, Under the heatine Goner: djen's «= sur of $ 20,000 
is provided for Hotel Credit Fund, and wer Industry ond 
Trode e sym £ $ 500,000 is proposed for Industrial Crodit 
asa stinmlus, Indecd, without the svailability of credit 
it is difficult to see how indivicual projects prssod 18 
somd, ccononical end technically Zcusible could he set on 
foot, It is obvious thet equity cxpital must be provided by 
those who desire to initiate the projects but loan er vital 
is indispeneble, It follows, therefore, that the Developnont 
Bank must be set up with the least possible delay, Once the 
Bank is estnblished, the Buigot:ry need for crelit will be 
elininetid, 
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7. The Capital of the Yank 


To inspire confidence a Development Bank depending to a considerable 
extent on loans, must have a large authorised and subscribed capital, 
SCAIL has been able to obtain soxe L), 22 million on a capital of 

LL 1 million becuase it is an internal affair sponsored by the 
Government and guaranteed to the tune of LL 15 million, The only 
foreign money invested in SCAIL is a portion of its ca.itel, and it 
benefits from the investment of local monies, In the case of the 
Development Bank it may be possible to attrect the I.B.R.D, as a 
lender of funds at a moderste rate of interest, To assure tho 
IBRD, of the recovery of the loan, the Bank should have an 2ue 
thorazed and subscribed capital commensurate with the obligations 
it is desivned to undertake, 


Two examples iy be quoted: ‘The Minence Corporation for Industry 
Ltd, (a British firm opsration in Groat Britain) has an suthorized 
capital of L str, 25 million whol’y subscribed, The pai? -un capital 
is only 4 shillings on « share of L str, 10, The total > ~~ up 
capital is L str, 500,000 only but it oper tes a total mupiick loan 
capital of Lstr, 55,336,210 according to its bx’ance shect of 31st 
March 1952, 


The sccond example is that of th Industrial an Com: redial Finance 
Corporation Ltd,, also a British Company operating in the 'mitod Kingdom, 
On the 31st March 1952, this company reported of outhoria.d expital of 
Lstr, 15,00,000 wholly subscribed of which Lstr, 7,500,000 had been paid up, 
The company according to its statute is authorized to borrow to tho 
extent of Lstr, 30,000,000, but up to the date of reporting it had 
borrowed Lstr. 15,500,000 only, ese examples night be followed for 
the establishuent of the Development Bank, but the fact thet th I,B.R.D, 
would still require a Governiont Guaranteo is a circunstance which rust 
be taken into account, It would therefore be reasonable to suggest 

an authorized capita). of LI, 10 million to be wholly subscribed, but 

no more than 25% nesd be called up, This arvangonent would give the 
group forming SCAIL a participation equal to four tenths of the share 
capital, If it is desired to allow the SCAIL group a sualler propor- 
tion of the share capital of the Development Bank th. paid up capital 
might be increased to 33 1/3%, In this case SCAIL's participation 

would be LIL, 3 million of which LL 1 milion would be paid up representing 
its capital, 
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Equity capital of LI, 1 1/2 or 2, 1/3 million immediately required 
would be relatively easy to find, The share holders would, of 
course, be liable for the debts of the Devolopment Bank to the 
extent of their subscription to the share capital, The Sovernnent!'s 
guarantee should cover the rest, 


Here another consideration arises, The major portion of the laon 
capital needed would be forthcoming from the investment of part 
of the currency cover in debenture stock of the Development Hank, 
That, portion, being made available by the Government would not 
require State guarantee, 


On this understanding the working capitul of the Development 
Bank may be made up as follows:- 


To be called up To be called 
as needed at once 
Million — _ Million 


Touity Capital LL 10 3.334 
Taken over from SCAIL 22 22,000 
Additional Investment 
by Government 18 -- 
Loan from I.B.RD. 15 2 
65 25,334 


with a working capital of LL 25 1/3 million immediately available , 
the proposed Development Bank could make a start, Further funds 

to the extent of LL 39 2/3 million would be made available by the 
Government and the I,8,R.D, as and when required, It should be 
recalled that not all of the LI, 22 million is at present invested, 

A portion of it, probably IL 6 or 7 million is supposed to be 
available in cash, This will avoid saddling the Dv lopient Bank 
with interest on monies lying idle in its éoffers, One more point 
need be made in this connection, namely, that by tlie time the LL 65 
million is invested a large portion of the earlicr loans made by tne 
Bank would have been collscted and, therefore, aviiluble for reissue 
in fresh loans, So far the participation of the public in the pro} 
vision of the loan capital has not been considered, Investwent in 
bonds bearing interest at 3% p.a, is nob likely to prove attractive 
enough when there arc possibilities of better returns in other fields, 
The only way to attract invectors in bonds is to sppoal to the gambling 
spirit of public, Bonds, redeemable at a premim, dotermined by the 
drawing of lots would probably find a comparatively casy market, Tho 
Credit Foneier Egyptian has already issued throe series of "obliga- 
tions" at 3% intervst partly redeemable at a premium determinable 

by lot. These are sold on the Beirut market, Tho Government of 
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Palestine borrowed Lstg, 6 million on those bonds, many of which were 
subsequently sold in neighbouring countries: Egypt, Syria and Lebanon, 
A similar course applied locally will probably attract the savings of 
the middle class for investment in stock of the Development Bank, If 
such a course is acceptable it is suggested that the scheme should not 
be launched until the D,B, has established a reputation, and after the 
publication of accounts showing reasonable profits, 


Responsibility for eventual joss in Exchange 


This is the most difficult of the problems which must be sclved before 

a Development Bank can be established, Loans from I,B.R.), will be 
received in U.S, Dollars for purchases abroad and debited to clients 

in Lebanese currency at the rate ruling on the money markct, Loans 

are issued to borrowers in local currency and recovery is made in five, 
ten, or fifteen years in the same money, When remittance to the I,B.R.D, 
is due, the rate of exchange is likely to be different from the rate at 
which the debt was incurred, There may be a loss or there my be a 
profit, Naturally enough, the I,B,.R.D, desires to avoid any loss in 
exchange, 


In Turkey, the money made available by the I,B,R,D, is intended to 
pay for imports into Turkey of any purchases made abroad in hard 
currency, Losses in lixchange are guaranteed, 


In Lebanon, the situition is quite different. In a free market where 
exchange Control is unknown "hard currency" is a misnomer, All 
currencies are available and it is only a question of the rate of 
exchange, It is true that if the loan in dollars is made available 
for purchases in the United States and debited to the Development 
Bank at the official rate of oxchange viz LL 2,2 to tho dollar the 
dollar the Development Bank would not find dollars at the official 
rate of exchange when the time comes to pay back the debt, It follows 
that the loan in 1,5, Dollars must be converted at tho ruling rate of 
exchange on the open market, (1) At the time of mynent back tho rate 
may be different, The 1,B.R.D. is interested in getting the amount of 
the loan in dollars, The Development Bank does not want to pay more 
than the equivalent valuc received in local currency, Tho local 
borrower's account is debited in local currency and he cannot be 
reasonably expected to share a loss in an uxchange operation to which 
he was not o party, ‘The position would have been different if the 
I.B.R,D, had placed at the disposal of local importers currency over 
and above the quota allocated to Lebanon, As long as there are no 
quota and no restriction on the use of forcign exchange the conflict 
conters betwoon the lendur (the 1,B,It.D,) and the borrower (the 
Developnent Bank), 


A compromise seems to be indicated, In the first place a slight 
increase in the rate of invervst charged by the Development Bank to 
borrowers might b. feasible, ‘The rate of about 5% charged by Governnent 
on Agricultural loans leaves SC,II with a net profit of 1% and covers 
the Government expenditure, Assuming that loan funds will be 
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available at 4%, loans to industrialists may be issued at 7% or 7 1/2%, 

An additional charge of say 2% may be made and the proceeds carried to an 
Exchange Reserve Account, From the interest payable to the I,B,R.D, 
annually a sum equal to 5% will also be carried to the Exchange Reserve 
Account, This will mean the reduction of the rate of 4% to 3,80%, 

In addition the Development Bank might contribute annually to the Fxchange 
Reserve Account from net profits a sum equal to the I,B.R,D.'s contribution, 
This fund may be invested and utilized to moct eventual losses on exchange, 
But loss on exchange is not a certainty, There may be a profit, In such 
a case the I,B,R,D. would receive the amount they contributed to the 
Exchange Reserve Account plus a proportionate share of the profits from 
investment, Tho balance of the Exchange Reserve Account would be trans- 
ferred to the profits and loss account of the Developnent Bank, 


The Management of the Bank 


For the conversations which must be set on foot at an carly date it 
would be necessary to condider the Bank management and the formation of 
the Board of Directors, 


With the Industry Institute functioning and the proposed Hconomic 
Institute established and the Development Board set up the need for 
highly trained staff would be, to a large extent, avoided, It is 
suggested that the General Manager may be selected by the I,B.R,D. 
If SCAIL is absorbed the manager and the staff would be available, 


Reinforcement on the side of industry would be necessary, Two managers 
with a staff interchangeable for the most pirt, common in part and 
specialised in part, might be considercd, These details might be left 
for determination by the General Manager in consultation with the Board 
of Directors, 


The Board of Directors might consist of scven munburs, following the 
Turkish precedent, Five should be nominated by the share holders to 
reprosent their interest, Both the I,B.R.D, and the Government are 
equally or even more interested than the sharc holders in the welfare 

of the Development Bank, By the nomination of a G:neral Manager who 
would be an ox-office member of the Board, the I,B,i,), would be 
adequately represented, This leaves the Goverment out although the 

loan capital expected from Government sources exccuds the loan capital 
invested by the I,B.R,D, It is realised, of course, that contributors 

to the loan capital arc not entitled to a say in the direction of the 
affairs of the Company because they take none of the risks, In this 
particular casc, however, a coneession may be granted either by accepting 
the representatives of the I,B,R.D, and the Gov. rnnent as full members 
possessing all the rights of uembers of the Board or as "observer members" 
with powers of deliberation but without the powor of voting, 
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In conclusion it may be well to emphasize that the suggestions 
described above arc not a "blue print" for the structure of 

a Development Bank, They are suggestions as to possibilitics, 
The main object at _this stage is to crystalize ideas as to the 
desirability and fvuasibility of setting up a credit institution 
which will take care of the present needs of the country and 
expand to cover fresh needs as they arise, If the T,C,A, is 
satisfied with these premises, talks with the Government will 
probably lead to the realisation of the necessity for the 
establishuent of a credit institution, Once intercst is 
awakened in Government circles, the 1,B,R.D, could be officially 
invited by the Government to study the situation and investigate 
possibilities, In this connection it is relevant to rauark that 
if whole hearted support is given by the Goverment, to the 
formation of an independent credit institution of the nature 
described there is a possibility,a mere possibility of dispensing 
with the loan from the I,B,2,0, because there are no currency 
restrictions in Lebanor, Incidentally this will simplify th 
operations of the Development Rank, 2nd will eliminate the knotty 
problem of loss arising from the exchange rate at the tine of 
borrowing and tliat at the time of payment back, 
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SUMMARY 


Under the Turkish regime an agricultursl Bank wes est blish- 
ed by the Government to take care of the sgricultursl needs of the 
Emire. lLebsnon os an independent Sandjak wis excluied, The money 
lender supplied the need for short term credit at usurious rate of 
interest, 


Under French occupation two credit benks wore set up, Both 
have ceased to opernte as such, 


The need for credit is stressed by the continued existence of 
the money lender and en exomple of the latter's methods of extortion 
is given, 


The benking situation is summarily reviewed with emphasis on 
the operations of the Society de Credit Agricohe et Industriel du 
Liben (SCAIL) both directly and through the ngoney of the Government 
to the tune of Lh 22 million, 


A plan for villege cooperation credit societies following the 
Raiffeisen system is set out in some detail, Its scope and leg:1 
aspect are considered and © translation ef the Cuoperrtion Societies 
law (Decree No, N, 1, 121 drted November 19th, 1941) is rttached, 


The present position of industrial eredit is then reviewed showe 
ing that no credit is available for the dev lopment of industry, 
The solution to » similar problem in Turkey is sunmrized, and this 
is followed by a short discussion of the possibility of a similar 
solution for Leb»non with an indicetion of likely soumes of loan 
cepitel, 
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NOTES ON THE LEBAINSY CLUDIT SYSTIMAHINUS"RIAL & ACRICULTURAL 
I, BACKGROUND 


The need for agricultural Credit wes so pressing thet in 1875 
the slow moving Government of Turkey at tho time actually set up an 
Agriculture] Bani to trke care of the formers! needs, The capital of 
the Bank was derived from taxation, A portion of the tax on live} 
stock was set aside for the purpose, In 168l, however, it was renl- 
ized thst the revenue allocated to the Bank should be more closely 
relwted to the yield of the lends and it was dredded to add 1% to 
the tithe in fevnr of the derieultural Bank, When the country fell 
unier mandate, the tithe ves collected at the rate of 124% of the 
gross yield allocated as follows: 


10% to the Treasury 

14% for Armement 

1% to the Agriculturel Bank 
4% for Wncation 


The Bank in the various districts or wilaynts limited its 
operstions to the smount of espitnl derived from the district, This 
limitation ele rly indicates thet the Benk was unable to meet the 
whole demand for credit, md that the sllocstionof credit eecording 
to need would hyve bern unfair to those cultiv: tors who had contri- 
buted proportionnt: ly more towards the eapitel of the Bank, Its 
operations, mainly the issue of nediun tera development lorns, slso 
included the issue of short tern sensonel loans in » Linited nunbor 
of cases, In the main, however, seasonrl ercdit wes left to the 
tender morey of the money londer, 


Mount Lebenon, then an Indepenitent Sanjak, collected its own 
taxes ond defrayed its own exoonditurc, It did not contribut:, toe 
wards the capitel] of tho Bank, end, naturally, it did not benefit 
from the lonns issued by the Bank, The wileyat of 8: irut which com 
prised the tersitory running southward ss far us Nablus and Beison, 
now in Jordin und Isracl, did not include the Bekna and the torrie 
tory between Tripoli end Lutakda 111 of which beloned to the wil- 
ayat of Ash=Shan, Tho villagers in these territorics contributed 
to the cepityl of the Bank and recedved loens in proportion to their 
respective contributions, Thst wos the position on the oecup: tion 
of the country in 1918, After the first world wor, the Ottonan 
Agricultnrel Bank cersed to functions but the lorns outst nding, 
secured on norterzes, were recoversd, For n tiv the Mendstory 
Government arrnnzed for losns to be issued through Government Agency 
but thet preetice wos discontinued with the return of ccononic 
conditions to nornoley, 
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Two Banks, the Credit Foneier d'Algeric ct de Tunisie, and the 
Societe Nouvelle de 1x Compeenic Algerienne de Credit e+ de Banque, 
were attracted by the Lobrnese nerket nnd both set up branches in 
Lebnnon snd Syris, Both operrted for some tine ss credit ost: blish- 
nents; but the comrreiel cher ctor of the country soon opened bee 
fore then the possibility of the nore lucrative businoss of Ex~ 
chanro end discount, In 1936 the Credit Foneler ceased its crcdit 
operstions sltogether, and the Socicte Touvclle soon followed suit 
Both now oper:te ss conmercinl Bunks discounting bills .md desling 
in Exchange, 


II, HN END FOR CREDIT 


The neod for credit is best denonstr: ted by the continued o:dste 
ence of the noney londer, The Mansger of SGATL (Societe do Credit 
Agricole ot Industricl de Liben) stated that the rate of interest 
charged by money londcrs runs s high os 30%, Professor Hamwich 
thinks thet the rate of interest charged do nctunlly highor, Forty 
or evon 45% is regnrdod +s 2 current rate, Tho noney lender 4s 
often enough the grein morshent who sclls the groin needed for seed 
on credit end therefore st a price higher then the current market 
price, At thr tine of hervest, some seven months Inter, he presents 
hinself ++ tio threshing floor and recovers the debt due to hin in 
kind, at. price somewhnt lower then the current market price at a 
tine when owins to the hervest the market is elutted, This cone 
cession is clained by the noney lender ss a guid pro guo for the 
favor rendered whon the cultivetor was in necd, As u renault of such 
an operetion the cost of the lopn to the cultiv:tor is often more 
than on interest rete of 45h 


This ncthod. of operation avoids the chorge of usury, for under 
the existing lows of the country interest ebove the rot. of 9> per 
annun nay not be recovered by legel prosess end usury is ounishndle, 
Tron the Korenic view point it is prohibited to lend or borrow t 
interest, On the face of it the treusection described rhove is 2 
sale on oredit from the nerchont to the oultivetors nud the recovery 
4s a purehinss of grain by the merchent from the cvltiv: tor, 


Cases mre on record, in the territory of the wiley:t of Beirut, 
whore the original sale is fictitious, The evltivetor is in need of 
money, not grain, Tho grain aorehent offers groin at say LL 90 1 
ton when the merket prico is only LL 75: whon szrcenent is renehed 
the merchant orders his ettendant to ret out fron stock thy quantity 
purchsed ond he lemvos the shop, The attondent insted of weighing 
out the 10 tons purchrsad by the cultivetor, offers to buy the erin 
hinself and to giv: the cultivetor the ensh ho needs, To avoid 
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hawking about the erein which necessarily brings down the price, 
and taking into account the cost of trrnsport: tion to the store 
of the purchescr, the cultivntor would normilly secept something 
Jess than the market price, sey LL 63 per ton, On agreonent being 
reached the cultivator walks out with LL 680 while his account is 
debited with LL 900, Recovery of LL 900 is effected at harvest 
tine as described in the preceding paragraph, 


In certain cases, reported by B, Datuk tenant cultivators are 
finenced by the lnndlords at hivh rotcs of interest with 2 view to 
attaching the tenants to the soil through their indebtedness to the 
landlord, 


The noney lender is avnilshle to nll cultivetors whether free 
holders or tenants lergo or smilly but obviously those who can obtain 
credit ot less onerous terms will se:k other sourecs, Large lend 
owners, for instance, will not trke recourse to the money lender, 
but the small free holder who cnnnot obtrin credit trom other 
sources is often compelled to have recourse to the money lender 
for sensonel credit, In any cnsc, loans for development, that is 
to say, mediun endlong term loans, are not provided by the noney 
lender, 


Industry under the Turkish regime was preeticolly incxistent in 
this country, The nost inportent were serdculture ond reeling end 
the soap industry both using loc] produce as their row noterinl, 
At Zouk a sriall silk weaving industry hed taken root, ond it ree 
mains to this day a smnll insignifiernt affair, The few hondi~ 
crafts, existing at the tine, such as the Djegvine knifo iniustry 
(to avoid the use of the word cutlery which will be misle: ling) 
were indeed too snrll to attrret the attention of the rulers, Arnk 
ond wine industries which mizht hnve been help:t are taboo in an 
Islamic country ond it behooves the caliph to discoursge the use 
of alcoholic hever:;es among the faithful and infidel aliko, Such 
industries could not hope for assistance in nny form, 


In the main, the development of industry in Lebanon is of 
recent date, After the first Yorli Wer ani in consequence of the 
experience of need, the nore enterprising businessuen at*emptod 
to orient industry towsr’s supplying the needs of the country, But 
little progress hed be n made when the world wos plunged into the 
second World War, France, hoding the mandste over tho country, 
night heve been helpful in pronoting industry luring the war, but 
the occupntion of Frence by the Nagi foress checked ony steps which 
night have becn tricon in that direction, 


Credit must be attribute. to privete initintive for the cste 
ablishnent of the industries »t present existing in the country, 
The work done in this ficld without outside finenedal or technienl 
nesistanen ie relly outstending, 
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When SCAIL comieneed oper: tion it wns hoped thet industry 
would obtrin » nonsure of nssictence, but it wns soon scovered 
that the rici? reavircnont of norteages os cover for lous left 
inlustry outside the seope of the operctions of SCAIL, 


III, THE PRESENT POSITION 
A, Conmercinl Benks 


The situation described in the preceding prragrenhs ree 
mained unallevisted for ten yerrs, Jespite tho fiet tht 
there are 49 Denke which operste in Lehsnon, The atteskod 
list, obteined fron the Banque de Syrie ef du Liben divitee 
benking osteblichnent into: (a) Prineipel Banks, nine in 
munber, all of which ero foreim conpnutes, and (b) 40 
locel benking cetrblichionts « 10 of the first class, 9 of 
the second cluss nn) 21 desling evelusively in discount; 
none of these brnis micrt:kes the issne of loens, but it 
is reported tht some crelit is obteined by discounting 
accomolntion bills, Sone sourece affirm that credit is 
obtrdt cd on current secount provided that the secount ts 
not tent etrtie, Although on "overireft" ds hclpful for 
amerelt vho onn pry his ‘sily sles to his account, nnd 
drow thy, suns neede’ to mest his oblientione us they fil 
due, the syeten ds not vartienlerly adepteble to prodnecras 
who normdlls roovire tine to nenufecties ond wt their proe 
duct on the markt, From other sows it 4s esthered that 
the Banque de Syrie ot du Lihen issurs lon term lo-ns 
nginut mortewoe, It is elained by sertein benke (sone 
fitentially) thet the Sistors of Chority Bvdlding opposite 
St, Gaorge Cathelrel nerr the Candtol ds finenesd by the 
seid benk, The two Jesuits! buildings at ashretich snd 
Jouhour aro nid to be finenend da the sine wey, Acocptiae 
these of ‘irn: tions ss representing the true state of affsaire 
the benk's netivity in this field is obvionsl; strictly 
limited in extent, 


The Brnque Metionele pour le Comerce et 1'Industrie could be 
a likely souren of ere lit vor Industry, Inquiry «+ ten 
source, however, reverle thet ot ono tine it ure hoped 

thet the benk woul’ be nble to dseue lone or sedivn tern 
lonns for industrial developaent, dnt the funds mele ayvedle 
able “or loanl dnvestment wore cht: ined on short tern and 
conli not be dsaved in lon: tern eretit lone, Tada dank 
like all others opor: tine in this ares, is rt prevent ine 
teresto’ dno quick turneovor which assures attreetive 
divilonds to the shercholders sud n desir: bly dogro: of lew 
quidity, 
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B, Tho SCAIL (Socicte de Credit Agricol ct Intuetriel Jo Liben) 


(a) 


Forne.tion 


In 1936 agrecnent wes rerched betwoen the Government 
and the Banque de Syric et du Liben, whereby the latter 
sponsored the floating of 2 Conprny which would under~ 
take the issue of Agricultural ond Industrisl long and 
nedium tern lorns for developnont, In 1942 « further 
agreement wis rerched unior the terns of which the 
Government undertood to issue loans from onies placed 
at its dispossl by SCAIL ani to eurrantes ropnynent, 
The sgrecnent wae inolemented as from 1946 ond is to 
remain in force for o period of ten yerzs, SCAIL op~ 
erctes through Governnent Lzoucy and directly, 


Thre Governnent Avene 


1. Scope 


The Company SC:IL set aside LL 15,000,000 for the 
issue of lonns through the Government Agency; LL 
8,500,000 for Avriculture oni LL 6,500,000 for 
Industry, This proportion has not always been the 
seme, At one time, Industry hn’ the lerger share; 
but a3 most of the industries applying for loans 
were in the nature of small hendicrafts which did 
not sntisfy the contitions lndd down for obtedning 
loans, the distribution wes rariel os sct ont above 
(vide (3) (4) infre,), The present benefit from the 
lonns to Industry is slnost exclusively restricted 
to Hotel Renl Estate ond Keoping, 


Recoveries, to the tune of LL 6,000,000 hevo not, so 
for, becn used in the reeissue ofloans, The 
Ministry of Finnnco, it is understood, hs sLloented 
LL 4,500,000 for Agriculture ond LL 1,599,000 for 
inlustry, or intcod Hotel Keoping, It follows that 
the tote] of the losne outstanding ot the moment is 
in the neighborhood of LL 8,000,000, 


2, Dorm. 


The tern of the avreoment with the Conpany will expire 
in 1956, but it 4: expected that it will be renewed, 
This being so, the torm of loans issued hel to fail 
within the torm of the afreenent, They rano, theor- 
etically, betweon one and ten years, In fact, howe 
ever, they are mainly mediun tern Llonns ranging 

fron three to five yerrs, Unless the agreomont is 
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renewed now, the term of new lopns issued shell 
heve to be reduecd fron year to yenr as the agreee 
ment draws nenrer to its end, 


Conditions 
(i) Scourity 


The Ministry of Mnance suarantees the loons complet~ 
ely, The SCAIL takes no responsibility whatspever, 
When an installment is not paid, and as soon as SUAIL 
4s satisfied thut it cannot collect the installment 
due, it trensfers the file to the Finance Ministry, 
The Ministry pays the debt to the Society and takes 
its place by subrogation, It follows, thet in 
determining the security in individusl cases, the 
Ministry must make doubly sure of the recovery. 


Loans are malo against mortgnges only, The mortgager 
must be the sole owner, the land mortacod must have 
been surveyed, A very conservative valuition 4s 
nade, The loan may not exceed ¢ of the value of the 
property as determined at vaiuation, In practice, 
howivery 4t does not excoed 1/5, Normally, advances 
up to 3/4 of the estimated forerd sale value are 
Admitted by credit societies, But this Limitntion 
is not as severe as it seems to be at first sight 
deenuse loans mre Mmitcd in smomt, (vide (iv) 
infra), 


(14) Cost 


Interest is charged at the rete of 5% p.a, of which 
the Government gets a share (2 small shere prosunbdly 
but as the matter wes glossed over, the question | 
was not pressed,) 


In addition a chareo of 1% (once only) 4s mato for 
investigation oxpenses, 


(444) Supervision 


The lozn must be spent on the object for which it 4s 
taken, This is assured by an Inspection Service, 


(iv) Maxdna 
The limit to individual agricultwrel loans is 


LL 5,000, Loxns for promoting Hotel Kooping my run 
up to LL $0,000 erch, 
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4, Operation 


On receipt, applications are summarily scrutinised 
by the Agricultursl Credit Service of the Ministry 
of Finance for coverage, If satisfactory, the 
application is referred to the Ministry of Aerin 
culture or the Department of Tourism, 7s the case 
may be, where the appliction is exnmined as to the 
necessity and utility of the project, 


On the return of the project to the Ministry of 
Finence it is submitted to minute examination, A 
committee comprising a local representative ef 

the Finance Ministry and either on agricultural 
expert from the Ministry of Agriculture, or an 
enzineer from the Ministry of Public Works, under 
the chairmanship of a hich officiel of the Ministry 
of Finance, visits the locality and satisfies itself 
as to the propriety of the loan, 


On their report, the Director in charge, in Finance 
Ministry, decides on the amount of the loan and its 
term and he submits applications in botches to the 
Minister who, in tvrn, takes them to the Prosident 
of the Council of Ministers for approvel, 


(c) The SCAIL Direet Operation 


Apart from the foregoing, the SCAIL operates directly 
and follews to sone extent, the procedure outlined 
bove, In fuct, the procedure had been applied by 
SCAIL before they hed entored into egrecment with the 
Gevernment, and they claim parentage of the Governnont 
procedure, 


The Company is not limited to the amounts laid down by 
the Governnent for individual loans; but they ere state 
utorily restricted to lonns not excecding 25% of the est~ 
imated market value of the property mortgaged, The 
valuation, however, 1s based on the forced srlos value 
of the property, Here it should be pointed out that 

the estimated market value of a given property is, norm 
ally, understood to be the price tho property would 
fetch if it is offered for sale in an open morket dy 1 
willing vondor to 1 willing purehnser, The foreed sales 
value of a property is often onelnlf of its estimated 
market value, The issue of loans not exeveding 25% of 
the forced sales valuo of the property when the statute 
of the Company is satisfied with a cover of 75% of tho 
estimated market value of the property is an undue 
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limitation of the extent of the credit made avniloble, 
In practice, therefore, losns rented by SC/IL do not 
exceed 128% of the market price of the property hypo= 
thecated in suarnntee of the loan, Under the 1922 leg- 
Asletion, mortenge companies may nivence up to 50% of 
the estimated market Value of the property mortgnged, 


For agriculturnl loans the due date of instrllments is 
set to coincide with the harvesting period so ss to 
facilitate recovery, Whenever the harvest is known to 
be bad, arrangements are made for deferring paynent of 
the installment due, 


The totsl amount loaned by the bank is steted to be 
about LL 8,000,000, Interest is cherged at the rote of 
a of which approximately 1% is paid to the Governnent 
in taxes (Income Tax), The term of loms issued verics 
between 5 and 7 years, 


The mannger of SOAIL blames the Government because they 
have not used the recoveries, and believes that the 
Government should not be used as the Agency for fine 
ancing cultivators, The administrative mechinery is 
too hervy and certainly too slow to be able to undore 
take such work, He even suggosted that, in the past, 
politic» influence determined the issue of lonns to 
cultivators, He seemed satisfied thet prnetice hes 
ceased, 


0, Swmory of the Sitw:tion 


The one source of credit which existedunder the Turkish 
Regine served agriculture only, Itdid not touch industry, 
After the occupation of the country by Frenes, the Ottoman 
agricultural benk censed to function, but it wos renleced by 
the credit foncicr d!Algerie et de Tunisie, ond the Societe 
Nouvelle de la Compagnie Algerienne de Credit et do Bonquo, 
After opernting as credit Benks for n while those two 
Inctitutions diverted their sctivitics to the more lucrative 
commercial affeirs, From 1936 211 sources of medium tern 
credit dried up, Ton yoars Inter the SCAIL beg en its oprre 
etions which are restricted to agriculture and tho Hotel 
Keeping industry, No other industry is served seve thrt ine 
dustrialists of standing can obtein short term credit by 
discounting their bills at one of the numerous Commercial 
Banks operrting in the country, In a limited number of enses 
overdrafts may be allowed, 


SCAIL, operrting directly or through the agency of the 
Governnent limits the issue of credit to those who are 
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able to vrovide a mortgage security equel, at least, to 

four times the losn, Under such conditions, finencial help 
is made available for those who con help themselves, Those 
cultivators who cannot offer that degree of security, and 
tenant cultivators who own no land, cannot obtrin credit for 
the improvement of their holdings or the amelioration of 
their crops, 


For seasonal credit most cultivators have recourse to noney 
lenders, Those of a good financirl strnding may be shle to 
obtain seasonal credit by discounting their bills, These 
however are not numerous and because they can obtein the 
credit they require, they need no specific considerstion, 


IV, AGRICULTURAL oREpIT 


A, Raiffeisen Cooperative Credit Socicties, 


(a) 


Gener] Plan 


The Raiffeisen system of eredit is prrticulerly suiteble 
for Arvicultur:] credit sessonel or otherwise, It is 
based on the collective responsibility of the members of 
& cooper: ‘ive society and aime at tenching solilsrity 
and thri’t hy devorring the enjoyment of part of the 
benefits accruing from the joint responsibility of its 
members until the society hes crented its own funds, 


Formers in a villnce, vhother owners, tenrnts or shares 
croppers, form between them a cooperntive credit society 
and proceed to the election of a Manoger and a bom'd of 
directors from anong the membors of the society, As 

soon es the Society is formally registered, ench member 
registers 2 lien on his crop in fevor of the society. 
This crop lien stends for all future crops ns long ns it 
4s not withedrewn with the knowlodge and nequiescencogtf 
the Society, The Joint responsibility of the mombors 

for the debts of the socinty is thus guaronterd by » lien 
on the whole crop of the villnze, On the tronsfer of 
this security to a central finoncing institution the 
Society will be able to obtain the credit reauired by 

its members, The transfer of the collective licn on 

the crops of the whole villere and the solidurity of 

all members of the Society offer » good security on 
which the Society is able to obtrin a loan at 1 fair 

rate of interest, Perhans 4 or may bo hi¢h enouch 

to attroct cavitel for invostment in » Centrel Coope 
erative Finencing Institution, The Society will undere 
take the issue of lonns to individu:1 members and to 
collect instnllments which relieves the central financing 
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institution from the onerous work of dishing out indi-~ 
vidual small lonns and the collection of instollments 

in driblets, With this fecility end the minimum of 

risk, the rate of WS or 56 becones really attractive, 

It 4s obvious, under a scheme such o9 this, every momber 
of the society is in frct 2 watch doe seainst the willful 
default of his commomber, In the case of » sonerrl crop 
f:dlure, when the calamity 1s sprend over the whole 
villuce, en arrangement can be mde for deferring the 
whole or 2 prrt of the inst: 1linent duo, 


The Socicty will issue the lonns to its members et a 
higher rate of interest whieh should loxve 2 margin of 

at least 3% to cover the Soeity's expenses ond to set 
aside a sun of money annually towards the ercation of 

the Socicty's own funis, ds the society's own funds 
accumulate the need for the Centrel Fin: neing Institution 
diminishes, After the first few yenrs of operation, as 
the Society will be partly using its own funds for Issue 
in loans, the accumulation of its own funds vill pro- 
cced apace, In the course of tire the Society will be 
able to meet the ordinsry reavirements of its nombers for 
seasonal credit, 


Scope 


This system of credit, designed primorily to provide 
those who »re unnble to offer the neterinl scourity 

of 2 first cless morte: ce will certoinly cost the 
individuel member ¢ little more then the cost of obe 
taining » losn fron S0AIL through the Governnont Agency} 
but ageinet thie he will be ectoblishing his own credit 
institvtion which eventuelly would be «ble to provid 
him with the evcdit he nerds nt o lowr cost, Alno the 
procedure for obteining s lonn will be simolified, 


Fron the Socisl point of view, the edie tive valuo 

of such cooperntivo societios coniot bo overstrosecd, 
Cooper:tion in the villeye, ot the dese of the social 
structure, is tle boinning of cooper: tion on n Nrtione 
al basis, irrespective of the profession of friths which 
marks the clenvayvur so clenrly petent todesy, A conon 
economic interost is likely to wold the netion together 
better vhan eny other influena, 


Raiffeisen credit societies moy includ: in thedr :rticles 
of Associntion tho possibility of undcrtalcing othor 

than purely credit oper tions, Such retivitdes vs the 
cooperative purchian of se d and implements may well be 
{acluded within thoir sphere of oper: tions; nd they 
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should not be precluded from the cooperntive snle of 
their products, They should be able to join marketing 
societics for the provision of Silos, or refrigersted 
storage and ultiinte sele of their products, 


Lees) Asocet 


An elnborste lew exists under which cooporntive socictics 
may be set up, But from enquiries mie, in prectico the 
machinery reauired on the Governnent side hrs not been 
sot up, This is a minor drawbeck which enn be remedied 
without much trouble, 


Under the ordinary lows of tho country, following 2 
gonersl legl principle, no rights can be exercised on a 
thing which docs not oxist physicnlly, It follows that 
no lien ney be given on the crop until the crop is act» 
ually in existence, An oxception is, nornelly, mole in 
favor of cooper:.tive sericulture] sociotics permitting 
then to morte ‘e present ond future crops, This is deem 
ed necesaury to enable tenant eultiv tors to obtein short 
and 1dinn term loans, A provision of this neture would 
be eseentiol Af the scheme is to go throveh, It is not 
unusucl to provide in cooperstive legisletion a compelling 
provision so that 2 minority should not be cble to frus= 
trate the desiris of the majority in the formntion of 1 
villoge cooper: tive socicty, Should 75% of the village 
community desire to sct up a cvoperntiv, soctoty, it is 
norm.l to provide in the law that the minority shell b¢ 
roquired to tow the line, This my be desir ble, but 

4s not ossentinl, I? 50% of the villezcrs choos: to 
benefit fron the formation of . cooperntive society, 

they should be able to do so, The others will follow 
suit ns soon ns they renlize thet they mre et disnd- 
vintere, 


Provicion should be mode for speciel frcilities for the 
registretion of cron lions, This my be arde possible dy 
providing for registration et the Kuimnkan'a office, for 

a nominal fee which should include the dolivery of two 
copies; one to be kept et the Hend offfee of tho socloty 
and one to be endorsed to the Centr:1 Fanencing Institution 
by the Socioty and tho Keinokan, 


A number of provisions in the existing cooperrtive low, 

of which » copy is nttichedy would hove to be amended to 
bring it into line with the principles of the Reiffoicon 
credit soci: tics, For dnstence, Article 38 which requires 
O personnel pusrontee or the deposit of yvalunbdles or the 
nortenge of real estete for the issue of short tern credit 
must be amended to ndmit crop “ortemns os deserthed above, 


& nih & 
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V, INDUSTRInL CREDIT 


A, Present Position 


It must heve become clear that there ore 2t present no 
Institutions for financing inlustry, So for, small intuse 
tries have been set up by capitalists worling on their own, 
The machinery needed is norreally purchased by the would be 
industrialist who provides the building ond the rew meterial 
as well, If ot a later date funds arn needed in connection 
with production, the industrinlist, us 2 mun of means is 
generally able to obtain accomodution for short periods by 
discounting his bills at one of the numerous commercial banks, 
This information 4s glenned from » conversation with the 
Director of the Beirut Branch of the "B nove Nationsle pour 
le Commerce et 1'Industrie, 


From other sources, it is understood thot’ industrialists 
are sble to obtain credit on a debtor current account but 
the Banke insist on frequent payments ond withdrawals, 
Commerciz1 Banks normally avoid carrying static debtor 
accounts on their books, 


In either case the credit on which the Industrdalist cen 
count is operntioneal, ilo credit is avalleble for the 
development of industry, 


B, The Solution in Turkey 


In Turkey the Industrial Dovelopment Bank his been established 
os a privete benk with a capitel of 50 million Turkish 
liras mode up .5 follows: 


12. million subscribed by 13 local banks and 6 other in- 
stitutions is underwriters who may sell the shares on the 
market at any time thoy like, 


12% million 25 an outhorised debenture issue, 
25 million lon by the International Bank equal to the 
paid up capitr] up to a maximum of 49 million 4s mde avail- 


eble in hard currency, 


54 million turned over from the Mersholl Plan Privet: enter 
prise, 


The statute gunranters 1» minimm divident of 64 while loans 


made by the bani: are issued ot 7%, This de made pessible 
because the loen ranted by the Internstionsal Bank is issued 
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at the rate of “& and other borroving are expected to be 
in this renze, The monn interest was estin:ted at 5h, The 
margin of of is deemed sufficient to cover exnenses, 


The Government guarentee of the minimum interest is given 
for five years, 


The Objects of the 1.0.3, are: 


(e) ‘The issue of medium and long tern loans for the develop~ 
nent of Industry, 


(b) The underwriting, in whole or in part the share erpitrl 
of new industrial compnniecs, 


(c) The provision of hard curroncy for the purchase of 
machinery and such when necessary, 


(4) The provision of technical advice and the study of 
projects, 


(ec) The «ttreation of investors, local and foreim to 
invert in locel industry, 


Bosrd of Lircotora: 
The Board of Directors consists of 7 membirs, nanoly: 


2 Banic Manavers 

1 Lawyer and Professor 

1 Private Businessman 

1 Momber of the Boord of e Textile Comonny 
1 Private Contractor 

1 Industriclist 


The Board was selected by the consortium who subscribed to 
the Capitrl of the Bank, 


There is no information as to the setual composition of the 
technical stuff, It was contempleted that the Hend would be 
a foreigner who might be apoointed Director Genersl of the 
Bank, if the Board of Directors thought fit, The functions of 
the technic:1 staff are the screening of loans and the render- 
ing of advice and help to clients, 


A Developuent Pinuacing Institution for Lebanon, 


The Study of setting up a Development Finwncing Institution 
in Lebanon has not been completed, Tho ernmple of Turkey 
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would suggest the exploration of possibilities on the same 
lines, This would involve the Banque de Syrie et du Liben 
and 1. number of other Bankers, From this it would seem that 
the Banks lilely to be interested ere foreimm Brnks and one 
is not certrin how newly won independence would renet to such 
& proposal, 


The Centrel Bank in Turkey his underteken to provide nll lorn 
enapitil required by the 1.D.3, up to an smount equal to the 
subscribed cnpital, Perhaps the Ennque de Syrie et du Liban 
may be induced to take an effective pert in the formation of 
the Industriel Finencing Institution of Lebanon, As the bonk 
of issue of fiduciary currency, it is, to some extent, subject 
to centrol by the Government, In nny crse, the question of 
cever for the currency in circulet+ion is of such importance to 
the country that the Government cannot divest itself from its 
responsibility toward the public, 


The currency in circulation by the 15th of June 1952 is report= 
ed to be 193 million Lebanese pounds secured rs follows: »/1 


WING GOLE sw a: 66 diel ee Wit’ fecbun WLAN en ur ROL OSD) Ree 
Differences in rates guaranteed by the Lebe 

anese Govt, (said to be Tronsury Bonds, Deere 

No, 581 of Tec, 8th, 1949) . oo ee ee 6 © 48,308,000 
Advance for the Exchunge of Syrien Currency 

drawn from circvletion in Lebron, se +e 6» 44,589,000 2/2 
OENARS eh Gv hce ¥ 6080. eee @ 800 Pe 


Tot'1 Cover LL 00,00 





It ig clear from the shove tht the Govern nt hos undertrken 
the liability for nny drop in the value of gold or any 

other security, Rether than inerense the currency cover as 
the need arises, the Government gusrnntics the difference, 
Another item of significance is the currency cover of Syrinn 
currency withdrawn from circulation, The cover for this curre 
ency which runs to s totel of » little more thon Wt million 
pounds, will, ss fron Octobor 1952, be mud evsdleble by the 
Syrian Government for Lebanon, As soon 3 th:.t money do pid, 
its proper use is the purchase ef cover for the currency in 
circulation, 


] 1 Quoted from a stntenent published by Fanque de Syrie et 
du Liban in tho Lebencse Official Journsl No, 25 dated duno 18, 
1952, 


Y 2 Under Trench Mandate the Currency in circulation in 
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It is precisely this money which may be used either for 

the purchase of dehentures of the proposed Development 
Financing Institution or in rediscounting long term bills 
of Industrialists first discounted by D,?,1. In both cases 
it micht be necessary to obtrin Governnent Guarantee as 
well, If an arrangement along these lines is agreed to 

by the Governnent it is likely that local Banks will be 
induced te invest, In Turkey where the same fears vere 
entertained, locel banks finally over-subscribed the enpitel 
by 2 million pounds, The exploretion of this possibility 
might well attract the Conperation of the Internstional 
Bank, 


The income from Joint projects although not immediately 
availuble, might be considered as a possible source of 
capitel for investment, For instance, if the Kesvie project 
is turned over to be edministered by a Water Authority the 
income or charge for water would probably be collected 
with the land tex by a Gevernment Agency, Suns collected 
may well be used to create e fund for financing projects, 
Following the Turkish parallel as to the use of the 54 
million lirss from the Marshall Plen Private Enterprise, 
the fund nicht be administered by the Lebanese Development 
Fineneine Institution, 


Cogperstive Societies 


In the smaller industrinl undertokings or villege handi- 
ersft industries and wienever fencible, the possibility of 
setting up cooperrtive societies will be investigated 
primarily for its educ itive value, in preserving the orem 
veiling regime and offering to the producers the ownership 
of their product, 


ID continued 


Syria and Lebanon wes freely interchangeable, The covers 
for eech of the Syrian und Lebrnese currencics were held 
in Frince separately for the account of each of the two 
States, After the termination of the Mendnte, the intor- 
changeability censedy and on brlance there was found 

LS 44,589,000 in circulation in Lebanon, The Syrian notes 
wore withdrawn from circulation and replaced by Lebenese 
currency; but the cover continues to be held for secount 
of Syria, Syria has now agreed to restitute the cover to 
Lebanon, in Frenth frence, beginning in October next, 
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AGRICULTULAL COOPERATIVE SOCIETIES 
WECRKE Ny 1, 121 DTD 19th NOVIBIR, 194) 


Translated from the Arabic Original by 
MF, Abcsrius 








Pant I 
GRORAL MOVISIUNS 


Agricultural Cooperstive Socicties are those set 
up in eccordance with the principles leid down in 
this lew, which heve for their object the renders 
ing of service to their nembers in all o-riecul- 
tural retivities, such os the exploit:tion of the 
soll; irrigntion end drainage works; stock breed- 
ing: the purchase of implements, seed and fertile 
lizers and such like, the srle, the purehnse and 
trensportrtion of farm produce; the borvowinr or 
the desue of loans, and insurances “or agricul 
turel purchases, 


No sosiety other then those inlicated in the pree 
cefling article may trke the nome of an avricule 
tural Coopern*ive Society, 


It shell not be lawful for on iericultural Coenen 
rative Society to undertnke work for rnyone who is 
not one of its members excerpt, inciientnlly, and 
within the scone permitted in its memorsndum nnd 
its rules and for the benefit of its omm members, 
In no cite mney such a Society issue s. loon to + 
nenemember., 


The number of members of an Agriculturnl Coonerse 

tive Society is unlinited, ut it may not br lens 

than ten, Its capit:1 is variable and mey coicist 
in subscriptions, ports in a joint interest, or in 
shares, 


Ivery Agriculture] Cooperative Soeiety shall have 

a distinctive neme which shell indierte ite object 
and the neme of the plone it hes seloeted for its 

seat, The nome of the Society shall be free from 

the nene of any individual, 
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The name of the Seciety, as defined in the preced- 
ing article, together with its registration number 
in the Rezister of Agricultural Cooperative Secica 
ties shell be mentioned in all the Society's records, 
agremments and corresnondences, 


A society shall have its seat in the locality (1) 
in which it overntes; nnd its operntions may not 
be extended heyond the said locality without a 
special permission grented by the Cooperstive sere 
vice, It may not estrblish branches in other lecae 
lities save these for the purchrse of its requirce 
ments or the sole of its products, Furthermore, 1t 
is not lawful to set up more thon one Cooperative 
Society in one and the same locality for the same 
purpose, Should there be found more than one Coom 
perative Society in one and the same locality dif- 
ferentiation in nene becomes inncrative, (2) 


Fron the point of view of lirbility of memberg, 
Agricultural Cooperntive Societies are divided into 
two classes: 


(2) Snedeties of limited Mability, wherein the 
lindility of » momber is limited cithor to 
the nominal value of the shares he helds or 
to the anid nominel value plus » percentage 
thereof ns many be determined by the rules of 
the Socicty, 


(b) Soeletics of unlimited linbility, wheredd 
nonbers sre jointly responsible for r11 tho 
Sockety's obligetions, The fact thnt line 
bility 4s not limited mst be indicated in 
the name of the Society, These sccirtics 
alone may be formed without cepitrl, 


Founders sxe those who teke upon themselves the 
formation of nn Agricultural Cooperative Socicty, 





(1) Probsbly, its romistored Hend office in the oren in which 
it operntes, 


(2) If 4¢ is unlawful, it is difficult to see how there oun 
be two unless their finlds of operstion are dif*crent, 
in which ense the nenes met be different, 
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It is the duty of the founders +o prepn’e the pro- 
visionel menornandum of association and the rules 


of the Society, 


Article 16, The provisional memorandum of nassocistion shall 
comprise! 


(a) The date end places 


(b) The founders! respeetive nenes, resilences 
and professions; 


(c) The name of the Society; 

(4) The sect and aren of its oper’ tions 

(c) The object or objects of tho Societys 

(f) The term of the Society (if 2 term is dntended)s 

(g) The amount of the subscription required, the 
nominnl value of the share enpital to be sthe 
seribed and the wovnt of the first cell, the 
parts in a joint interest and the value of 
each pert and the anount of donations ~ if any; 
and 

(h) The eren dn which it ig intended to operate, (3) 

Article 11, The rules of tho Soniety shall accord with tho proe 

visions of this law and shall contrin mention of the 

following: 

(2) The name of the Societys 

(bv) Its object or objectss 


(c) Its sent and tern (if a term ds assigned to 
it); 


(4) The liehiiity of its menborss 


(e) The smount of subscriptions or the value of 
shares and how payables 


(3) Oompare with iten (d), This socms to bo a repetition, 
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(f) The maxima nunber of shares which * member 
may hold subject to the provisions of Article 
565 


(g) Conditions for ncceptence of menbers, for 
their expulsion and for their retirements 


(h) The manner in which the Society shall be 
managed, and the term of office of directors 
or managers} 


(4) The conditions in which the Society may under= 
teke work for nonemenbers subject to the proe 
visions of Article 33 


(4) The Society's finnneial years 


(k) The procedure for the preparr tim of the finrl 
accounts and the approval thercofy 


(1) The manner in which the reserve fund shall de 
fornedy 


(mn) The menner in which profits shell be dise 
tributed: 


(n) Rules for eolling general mortings ond the 
procedure for voting therents; and 


(0) The bounderies of tho ren of the Society's 
aetivities, 


The founders are under obligation to subnit to 

the Cooperntive Service at the Ministry of Agri- 
culture, two copies of the memorendun end rules 

of the Society duly signed by them end lerlly 
attested, Should the Cooperative Service find 
thet the rules of the Society do not conforn tb 
the provisions of this lew, it shall return tho 
rules to the foundors within a period of ono month, 
pointing out the amcndments neccesary, 


If the rules are not returned within the seid 


period of one month, or should the founders con- 
sider the anendnents required by the Cooperntive 


UNCLASSIFIND 


Article 14, 


Article 15, 


Article 16, 


Article 17, 


Article 18, 
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Service unjustifinhle, they mey refor the matter, 
by sinple petition in duplicate, to the competent 
Court of First Instance at the sert of the Socioty, 
Tho Court shall then send 2 copy of the petition 
to the Cooperative Service inviting the submission 
of their ronerks, in writing, within fiftcen days, 
At the oxpirntion of this delay, the Court shell 
nect dn canera and decide on the matter urgently 
and without costs, The decision is not subject to 
appenl, 


The founders may elect from anougst them 2 com 
mittee of three members, at lerst, to complete 
the formplitics required under Articles 12 and 13, 
This committee shell prcosent +o the Co perative 
Service the minutes of their election, tho memim 
rendun snd rules of the Society. 


The Cooperntive Service shall publish on extract 
of the rules of the Sceiety in the Official 
Journel pending the issue of 2 svecinl Cooperative 
Sacleties publicetion, 


The dete of public: tin, ne provided in the pro= 
ceding article, shrll be the date of the form: tion 
of the Society, 


Socleties sxe registored du 2 special revistor 
kept for the purpyse at the Cyoperstive Service 
at the Ministry of Agriculture in vhich shnll be 
recorded the porticulrrs required in article 11 
and any other perticulers deemed necesssry, It 
shell be the duty of the snid service ty deliver 
unto the Srctety, within . period not exeerding 
one month, 2 cortifieste of registration snd pur 
blication tegethor with a cupy of the Monor:ndun 
and Rules of the Soctotys 


The fuunders ere responsible, jointly, for the 
indtinl exoense of forming the Suctety, If the 
Society is not formed, they may not elnin refund 
of the expeise from the subseribers to parts or 
shares, But if the Sociuty is formed they mey 
clnim refund, ond the ancunts so refunded shall 
be recorded ns expenditure of the first year of 
operation, 


UNCLASSIFIED 


Article 19. 


Article 20, 


Article 21, 


Article 2°, 


Article 23, 
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Founters are joiatly rosporsible for the verreity 
of the subscriptions to the share capitel, of the 
parts allotted and the donations recorded in the 
preliminsry Menor;ntum and for the estimated 
value of thoce parts snd donations, 


Mvery Society esteblishing brenches shall inform 
the Cooperntive Service thereof for registration, 


Amendments of the rules of the Society are effected 
by resolution at a generel meeting in accordsnce 
with the provisions of Article 76, Whenever the 
amendment purports to widen the responsibility of 
members or to provide for en mlimnited responsibi- 
lity, the resolution mst be taken unnnimovsly, 
Amendments must be sudmittel to the 6ooperstive 
Service for approval, The Service shall indicate 
its views thereon within 2 period of fiftern dats, 
failing which or in case of refusnl, the booed may 
refer the nat cr to the Court as provided in artieg 
ele 13, 


Ane @ients shell be recistored and published, They 
become effective vigetevis third parties as from 
the date of publicstion, 


PART IT 


THY COOP MU IVE SOCINTIBS SUPR & COUNCTL 


There shill be set uo a Supreme Gouncil for Soopee 
rative Societies the duties of which shill be to 
trace out the brond outlines to be followed by 
Cooporntive Socictins, to study the means which 
would allow Cooperstive Societies to be fit fron 
finencial erents and aid from iniividuels, 


The Council shall consist of: 


The Diroetor of Agriculture, ns presivont; the 
Herd of the Cooperstive Service, ra vier presie 
dent, ond eight nenhors¢ a represcntrtive of 

the Mrictor of Finenes, three nenbers seleated 
from among manrgors of Lebenesy Banks or oxperts 


UNCLASSIF DD 


Article 24, 


Article 25, 


Article 26, 


Article 27, 


Article 28, 
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in economics or agriculture, to be »ppoointed by 
dverce, ani four members élected by Cooperstive 
Socicties from «mong their menbers in sevordrnee 
with the provisions of on elections decree to be 
possed, 


The term of office of members, olected or noni 
nated, is three yeare, Retiring nenbers are eli 
gible for reelection or reenpoointicnt, 


The Council is conv ned by invitntion by tho Pree 
sident, The Presidont shell convene a morting 

at the request of four nenbers within fifteen 
days fron the dante of the request, The attendance 
of six members foras x quorw, 


The Director of Agriculture my not decite on any 
metter recited in prra 1 of article 23 without 
havine first consulted the Sunrene Council, (4) 


PART IIT 


In Booprretive Societies with a sheve erpitel the 
number of shares ds not lindt.d, Subdseanent 
issues of shercs shvll not differ, in noninnl 
velue, from the original stock issued, 


The foce value of the share must be stipulsted in 
the rules of the Society, It shall not be less 
thon Lh 3, or more than LL 12, If it is LL 3, 
shares shrll be conpletely peid up upon subscripe 
tion, If it is nore than LL 3, = sm of LL 3, 

at lesst, shell bo padd wp won subscription and 
the belance thecesfter in one or more instrluonts, 


No interest or dividend shall be prid to 2 nenbcr 
until he brs pnid w the face velue of his sharos, 
Until thet is done, the dividends or interest due 
to hia shell be dedueted from the amount still due 
fron hin in respect of his sheras, 


8 ee ete ee 





(4) As worded, the Director of Awieulture need not pbite by 
the council's decision, 


UNCLASSIFIED 


Article 29, 


Article 30, 


Article 31, 


Article 32, 


Article 33, 


Article 34, 


a g 


oahu 
UNCLASSIFIED 


If, on closing the accounts of any year, there 
should appeer a loss, less than the paid up 
share enpitel, no interest or dividends shall 
de paid to members in any succeeding yoer until 
the loss is made good, 


The Reserve Fund of a Cooperative Society is 
nade up of the following: 


(n) Amounts sot aside in accordance with Article 


72 infroy 
(b) Admission feos if any} 
(¢) Donations and veeant estrtes, 


Should the Reserve Fund, at ony tine, be equl to, 
or fsll bolow oneequarter of the paid up share 
eapitel, the difference shell bo mede good fron 

the profits of succceding yesrs before sny interest 
or dividend is pnid (to nenbers), 


Whenever the Reserve Fund is equal to double the 
anount of the paid up share capitel it shrill be 
lawful for the Society to crente an extraordinary 
Reserve Fund of which it may dispose according to 
the resolutions of the Generel Assembly, 


PART IV 


RULES FOR LOANS AND DEPOSITS 





Societies having for their object the borrowing 
or the issue of lonns or the acceptance of 
deposits shall comoly with tho following rules 
ond instructions (5) 


Loans nay be issued to menbers only, according 
to the terms of an agreement indiesting the 

object and tern of the lozns, lLorns shrll not 
be issued unless they are wholly to be used for 


(5) "Instruction" 4s «2 correct translrtion although it is an 


improper use of the word in the Arabic original, 


UNCLASSIFIN'D 


Article 35, 


Article 36, 


Article 37, 


Article 38, 


Article 39, 
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the furtherenes of an agricvltyr: 1 object, one 
of those specified in the rules of tho Society, 
Due consideration shall be given to the eed of 
the borrowsr and his cbility to psy hack the 
loan, 


No loen shall be issuel to mewhers unless the loen 
1s intended to improve prourrty felling within the 
seope of the Society, Such lonne shxll be for a 
short or a mediuu term 


Short term loans sve 1s ued for the pardod needed 
for the completion of the worl: for which the loan 
4s authorised, provided thet the torm sholl not 
excoed twelve months, The period mey be extended, 
once only, by mutual ogrecnent provided that one 
half of the loan shall hove been pid, 


Mediun term loans are granted for » period sultse 
ble for the execution of the work to which the 
lonn is to be applied, provided that it shall not 
exceed five yours, Loons shall by repril in ane 
nul instalaents, The totrl of reliun term loons 
{ssued by the Soricty shell not eveved 10% of the 
fund set raide for lows miless it be a sostety 
whose sole business is the isow of such lonns, 


No short term lomn may be granted otherwise than 
on on of the following three sveurities, uenedgy; 


(n) Personal guarento: by one or more indivie 
dunls oc: pable of prying the debt, be thoy 


mombers or noheaumbers, 


(bo) The deposit of funds or veiurbles, shares 
or bonds, 


(>) The nortene of rorl ost: te, 
No medium term lonn shnll be issued except on 


the security of » first cluss norte re of renl 
estete or pmilt aiged bonds, 


UNGLASSIFIND 


Article 40, 


irticle 41, 


Article 42, 


Article 43, 


hrticle 4b, 


Article 5, 
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Bonds accept: ble «s security required under drti~ 
cles 38 2nd 39 shill be listed in on annunl 
schedule prepured by the Cooperntive Societies 
Suprene Council, 


In no cace whetsoever uny the snount of the lonn 
exceed 60% of the value of the deposit or the 
property nortgnged, 


A loan shell becone immedintely due ond pnyable 
if the Board of Directors is sntisfied tht the 
proceeds have been used for n purpose other than 
thet for which the lon was prented, 


A society nay necept from members or nonenembers 
deposits paysble at sight or fixed doposits, 
Interest may be pedd on fixed deposits only, 

The Society mey not utilise deposits subject to 
withdrew: -t sight, Fixed ‘eposits muy be 
utilised to the extent of 604 end only for a, tern 
not eveoeding their respective duo dates, 


Soeieties may, for 2 fee, pry monies duc by their 
members ¢nd collect -onics due to their mombors, 


The Society shall deternine annually; 


(n) The maxdim anonnt which th: Socioty roy 
Lown or wey eccopt 2s deposits, 


(>) The macrdimm amount 1t may lend to ite members 
during the year as well as the maximum it ry 
lend to any one member in one or more payments, 


(c) The mayiuum emount it may advance to its 


members on the produce h:nded over to the 
Society, 


The difference in the rete of interest payable on 
money borrowed and interest reccivable on money 
lopnud shall not exceed 5 in resneet of short 
torn lonns, and 2% in resoret of medium t rm lonns, 


UNCTASSIFIAD 


RIGHTS AND DUTINS OF SCIETINS & MEMBERS 


Article 46, Asricul‘nral Cooperative Societies estrblished 
in accordence with this law are recognized es 
corporate bodies possessing the juristic personae 
lity canable of receiving donstions and legacies, 


Article 47, Agricultural Cooperative Sociotios established 
in accordance with this lew sholl enjoy every 
benefit possible and in partionl:r they shall be 
exempt from the payment of fers which fees shall 
be determined by dearee issued by Majlis el 
Hukuniah (6), 


Article 48, To be » member of an Asriculturel Cooperative 
Society, the candidate met fulfill the follow. 
ing conlitions: 


(a) He mst be a Lebonese ar owner of Agricule 
tural property in Lebanon for the last five 
years, at lenst, 


(b) He mst be free from conviction, beyond 
afipeal, for a crine or for » desreding con= 
trovention, For this puroese dogradine 
contreventions are: Theft, forgery, frond, 
abuse of confidenen, offences nyhint 
morality, sdulterstion of food stuffs, 


(c) He must necopt, in writing, the rules of 
the Society and undertrke to discherge the 
Obligetions in reference to subscriptions, 
entrance fers, rnd subscription to the shnre 
eopitnl and the prynont therefor ne stig 
pulated in Article 27 hereof, It shell hot 
be lawful to subordinste membership to the 
subscription of nore than one shee, 


on ee ee 


(6) ™o day the Couneil of Ministers, 


UNCLASSIFIED 


Article 49, 


Article 50, 


Article 51, 
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(d) He mst be » fermor cultiveting svricul- 
tural land ss ower or tenznt or he must 
be in a business undertaking in the area 
wherein the Society operates closely cone 
nected with agriculture, 


A member loses membershio in case of death, of 
retirement or expulsion, 


A member is expelled from the Society in the 
following cases! 


(a) Lose of any of the qualifyinz conditions 
imposed in Article 48, 


(b) Failure to pay his debts to the Society, 


(c) Commission of an act of a nature to cause 
great damarze to the Society, morcl or 
material, 


Rvpulsion mst be resolved in a General 
Meeting as sot out in Article 76, 


An expelled member or the heirs of » decensed 
nember ney not cleim from the Society nore than 
the value of the shares of the menber raevalued 
in rel:tion to the assets of the Soeinty as 
determined at the close of the year, in « sche 
dule approved at the General Merting, after dee 
duction therefrom of whatever the member may be 
owing to the Society, provided that the amount 
payable shall not execed the amount paid by 
the meriber to the Society, In estimating the 
assets of the Socdety, the Reserve Fund, dubts 
not guaranteed and debts due and unpaid shell 
not be taken into account, The Society shall 
have a deley of siz months, after closing the 
accounts, within which, or sftur which, to pay; 
end in ony case it my limit ite pryaents, in 
any one yorr, to 10% of its paid up anpitel, 

No clrims mide leter than five ycars after tho 
event shall be enterteined, 


UNCLASSIFIED 


Article 52, 


Article 53, 


Article 5}, 


Article 55. 


Article 56, 


Article 57, 
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A retired member may desist or he my clrim the 
velue of his shares in accord:nee with the pro- 
visions of Article 51, His heirs, tovever, may 
only cleim the payment of the vilne es provided 
in Article 51, 


Notwithstanding the provisions of Articlo 49, a 
retired member, or an expell-d member and their 
heirs 25 well ae the heirs of 1 deceased member 
shell remoin linble, for 2 period of tvo years, 
fron the dete of their leoving the Society, for 
all the Society's oblig;tion: undertaken before 
thet date, in conformity with ite rules, 


At ony rete, beirs shell be lable only within 
the linits gonorslly applierble in wattere of 
inheritence, 


The shercs may not be mete out to benrer ond they 
my not de divided, Sheros my be seized with 
the exception of one shrve for each ‘cnber, In 
the erse of forced axle, if the purchescr doos 
not wish to bi » nenber, or if the Society does 
not want him 2s 1 member, hm nay claim the velur 
of the shares purehiced, in conformity with the 
provisions of Articly 51, or he may ecole the 
shires in accordener with Article 55, 


A menber wey cede his sheres by specinl agreement 
provided thet the person to whom the ecssion is 
made fulfills the conditions necessary for nenbore 
ship, Orssion dovs not affeet third party rights 
until it is recorded in the shove r fitter, 

Should the Society *o into liquidntion pon dis- 
solution within the six ronths following the session, 
the person ceding the shrree shall rain lindle 
to the Socicty for the default of the o- rson to 
whon he hins ended the sharve in neeting the undore 
takings resulting from liquid:+ion, 


No member may own shares the tote] velue of which 
exceeds onofift) of the enpit:1 of the Socinty, 


Members who pry the debts of the Soctoty shrll 
replace, the creditors prid by cubrogetion, snd 
they shell tric over who tever guarantees or 30= 
curitios those creditors possessed, 


UNCL/.SSIVIED 


Article 58, 


Article 59, 


Article 60, 


Article 61, 


Article 62, 


Article 63, 
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PART VI_ 
THE MiN/GEMENT OF SOCTRMINS 


Brery Agricultural Cooperative Society shnll hove 
© Board of Directors and a supervisory committee 
whose duty is the control of the regulirity of 
the Socictics activitios, 


The Board of Directors and the supervisory com 
mittee shall be composed of three members exch, 
at the least, elected by the General Assevbly 
from anong members in naccordence with the rules 
of the Society, No person may be n mombor of 
the Board of Directors snd a menber of the supere 
visory committee at ono nnd the sae timo, 
Members of either body sre not entitled to renu- 
merntion for their services, 


The nones end professions of the manbors of the 
Board of Directors snd the supervisory connittce 
end any subsequent changes theroin shall be 
notified to the Cooperntive Service, 


The Bor vd of Directors shnrll represent the Soe 
ciety in the exercise of its rights end obligr~ 
tions, 


The sets of the Bonrd bind the Society vicesevis 
third portics provided thet those acts fall 
within the scope outlined in the rules of the 
Seciety, with the exception of thorn nets which, 
recording to the provisions of the law, ney not 
be undertaken without the concurrence of the 
Generel Assenbly, Menhers of the Board shull 
discharge 11 the obligetions placed on then by 
lew or by the rules of the Society, but they 
shall be held personslly resnonsible to the 
Socicty end to third parties in respect of ction 
by them trkxen which does not fall within the 
scope set out in the rules of the Socicty, 


Brory Agriculturs1 Cooperntive Society shall 


keap, in aldition to the books preseribed in 
the comercirl lnw, the following: 


TINCLASS IFIED 


Article 64, 


ixticle 65, 
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(2) A momber register in which shr1l be record- 
od the names of mombers, their profes-ions, 
residences, the dates of :dnission, resigna- 
tion, desth or expulsion rnd rn indie»tion 
of the smounts paid to, ond withirawn fron 
the Socicty, 


(b) A sheres rezister in which shell de records 
ed the number of shar s issued, the numburs 
and series, the distribution of shr.res smong 
the members, tronsfers ani enecllations, 


(c) A register in which shell be recorded the 
ninutes of the ne tings of the Bourd of 


(4) A strtistionl register in which shell be 
recorded the nenes of members, the lend 
they own its srca end the kind of cultivr. 
tion and its extent, 


This rogist.r mst be brouht up to date 
anally, 


Before using any register evory page shnll be 
numbered rnd stomped by the Ooonerative Service 
or by 2 Governnent officiel in the loc: lity 
doputed by the seid service for the purpose, At 
the end of the yenr, the said service or official 
shall affix his initi:1s to the botton of every 
pre used by the Society, No fee shall be 
charged for this service, 


Within the three months following the close of 
the year, the Borml of Directors shill forward 
to the Cooperstive Servien the following: 


(x) 4 membership mt: tion list for the yor 
showing te nanes of now entrente snd those 


of membors yi tired, expelled and decensod, 


(vo) Acopy of tho stetistion] roeistor refcrred 
to in iten (4) of Article 63, 


(c) A aopy of the final secount for the year 
together with 2 cony of the Profit and loss 


UNCLASSIFIED 


Articlo 66, 


article 67, 


Article 68, 


Article 69, 


Article 70, 
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Account supported by the reoorts submitted 
by the Borrd of Directors, the Supervisory 
Comittee end the Auditors, torether with 
the minutes of the meeting of the Genornl 
Assembly sporoving the secounts, 


In the «hsence of a member of the Bonrd of Directors 
the Sunervisory Connittes may select a wember to 
replece him, . 


The upervisory Committee mey demand, from the 
Board of Directors, the submission of all porti- 
culprs regarding the manngoment of the Society, 

It may inspect dircetly or through a deprty, ll 
registers and correspondence, It may nlso check 
the cash and teke stock of its stores, It may cor 
vene the Generel Assonmbly to 2 meeting should tht 
be necesspry, It shell exsnine the annul ronort 
end the finel accounts, In genernl, it shell pere 
forn all the duties inmoosed on it by tho rules of 
the Society, 


The spprovel of the Supervisory Comittee is nr 
conlition of the velidity of sy transection 
betworn the Society nnd any morber of the Borrd 
whether seting for his own secount or tu the enpo= 
city of n puorentor, 


Law suite it is deonod necessery, du the intorosts 
of the Society, to brins agninst the Borrd of 
Directors or “grinst ono of its members, must he 
resolved by the Gonerrl Assembly end proseeut a by 
the Supervisory Conmittec, 


The Supervisory Comrittee ney etry the excention 

of any resolution token by the Bort of Diractors 
if it deems it to be dotrimentel to the Socinty 
and its interosts, In such » cireunstence it shell 
convene, n necting of the Geversl asserbly, within 
® period not exceeding three drys, to delitcrste ond 
decide on the steps to bo takon, At the first arll 
the attendence of onvehnlf a? the nobere shell be 
also nade within throe days, no such quormn 4s 
formed, tho order steying bho resolution sh11 be 
coneclled end the resolution chill take its course, 


UNCLASSIF IND 


Article 71, 


Article 72, 


Article 73, 


article 7, 


Article 75, 


Article 76, 
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The Gener: 1 Assembly shall be convened hs 
ordinery meeting once annurlly, °t lerst, by 
invit:tion of the Bord of Directors within 

two months fron the close of the finnncisl year, 
for the purpose of exemining ond roproving the 
accounts of the veer, the revorts of the Board 
of Directors, of the Supervisory Comittee, and 
of Inspectors snd anditore, Moe tints nay elso 
be cplle’, when necessery, for the annointnent 
or replrcencnt of the menh va of the Board of 
Directors end the Supervisory Counittee, in ace 
corinnes with the rules of the Society, ond to 
consider rll other matters included in the sgends 
for the nertine, 


With the cxceotion of the ences provided for in 
Article 76 the mectines of the Gener 1 Assembly 
shall be denned duly conatituted if sttended by 
Oneehnlf of the embers, If «+ tho first call 

® quorun of onesholf is uot formed, ot the second 
enll, which rust be indo within fifte n doys 
following the *irst cell, sny nunber present shall 
form a quorun with the exceotion of the eases 
roferrod to in Articles 70 end 76, Resolutions 
are teken by 2 majority vote, Incnse of +. tii 
the nenber presiding shell exercise 2 ersting 
Votre 


Bvery nemer hee but one vote no netter the nunber 
of shnr’s he hozds, 


Monbers shell sttend meetings in persons but wonen 
Menhers viry ottend by proxy, Guerdinne of those 
unter pve or under Leen] disnbility sicll repre} 
sent their werds, In any csse no person nay roe 
present nore then one “enber, 


No nenher roy vote on » mntter which *elsteer to 
hin personolly execpt when it is 1 nutter of 
eloetions 


in ettendonse ot the Genorel Assenbly of three 
quertese of tho wonders, ot levst, ant . nrjority 
of throcequorters of the sonbers present or 
represented shell be required whoncver one of 

the followins subjects is under discussion: 
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Article 77, 


Article 8, 
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(x) Amendment of the rules of the Society, 
(b) The expulsion of  mouber, 
(c) Amrleunetion with enother Soeiety, 


(1) Dissolution of the Soeiety before its tern 

or the continustion of the Society beyond 

its originel torm, Should the nttendrnce 

ut the first cnll feil to form » quorum, the 
Generel Assenbly shall be called to a second 
neeting at which the attondaice of one-half 

of the menbers shell form a quorum m1 2 ree 
solution shall be takon by o mijority of 

' threeequarters of aenbers present or reprosente 
ed, Shoul) this reduced quorun not de renlised 
at the second call, or shoul? tho proposal 
before the Assenbly be rejested the natter ney 
not be submitt: to the Generel Assenbly onec 
nore before the lepse of six months, 


TM Bord of Dircetors shnll, nt the end of the 
finrneinl yerr, prepsre en1 strmo the recounts of 
the Sosisty which shell conprise: 


(2) The finrl pecounts of tho precoding yeur, 
(b) The profite and los: recount, 


Thess accounts and supoorting doewieuts shell be 
subaittod, fifteen loys at lerst before the mecte 
ing of the Generel Asconbly, to the Suo rvisory 
Cormittee and auditors for verific: tion, The 
finel accomt, the Profit and Logs aeoount, the 
ropért of the Bonrd of Dircators end thet of the 
Supervisory Committee, the Awlitors ond Inspectors, 
shell be deposited at the Heal Office of the 
Society cicht days before the neuting of the 
General Assembly et which the recomte of the So-= 
elety shell be considers’ snd they shell renein 
deposited wtil the recounts sre soprov1, Any 
nomber may take cogaizence of the seid secounts 
and reports, 


If after defraying o11 expenditure ond the vaye 
mont of sll obligitions there should renein a 
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Article 81, 
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belance, that balence shell be regeried -s the 
net profits of the Society and shell be distrix 
buted vs follows: 


There shell be deducted from the net profits 25% 
therenf for the reserve fund, provided thant this 
percentage may be reduced to 10% when the reserve 
fund hrs venched an amount eourl to 1/2 of the 
paid up capital of the Society, In the case of 
societies having no enpit: 1 snd those of unlimited 
liability, the deduction for the reserve fund shall 
not be loss then 50% of the net profits, After 

the transfer of the anounts neecssory to the re- 
serve fund, owners of preference shares shall 
receive the interest stipulated in the rvlos of 
the Society provided thatthe rate shnll not oxe 
ceed 6% commnted on the nominal velue of the 
shires after deduction therefrond the unpedd 
portion of the shares, After these deductions, 

@ portion of the romrinder, stipnleted in the 
rules, shall be deducted for expenditure on nornl 
and material improvements of the loenlity where 
the Socicty is situnted’, The brlance shell be 
distributed as profits smons menbers in proportion 
to their respoctive demlings with the Soci ty. 


In cns:s other than that specified in Article 70, 
the Generel Assembly shell moet ot the invite tion 
of the Bonrd of Directors, The Bourd sh ll crll 
amecting xt the request of the Supervisory Cone 
mittee or thet of one=quarter of the members, 
Requests for calling a meeting must contedin nontion 
of the reasons therefor, 


In cases other then those specified in Article 
70, the call for e menting of the General Ase 
senbly shell be sent fiftern dnys, ot least, 
before the dete fixed for the me ting, It eholl 
not be lewful to Jeliberrte or vote on nettors 
which sre not ineluded in the Agendn, 


DART VII 


INSPHCTION AND AUDIT 





Agriculturnl Cooperative Societies shrll submit 
to an inspectionmving for its object the oxa- 


UNGLASSIFIND 


“37 - 
UNCLASSIF IND 


minstion of the operstions of the Board of 
Directors end the Supervisory Comittee with 
® view to verifying their conformity with the 
provisions of the low, of the rules of the 
Society, the resolutions taken by the Genernl 
Assembly end the observetions or reconmenda- 
tions made on re sorts on previous insvections, 
The Cooperative Service shall undert:ke the 
inspection of Agriculturnl Cooperstive Socice 
tios pending the estoblishment of on Agricul- 
turists Cooperstive Union which shrll undertrke 
this work on the sdvice of the Cooperntive 
Service, 


Article 82, The nccouats of Cooperntive Societics sholl be 
amlited once annually, st lesst, by Anditors 
who shallinve the right to exanine tho rocords 
of the Soeicty nnd 211 accounting doeunents, 
They may check the ersh and take stock of stores, 
These operstions shall be conducted in the pree 
ence of the Supervisory Committee, The Audi- 
tors shell be officinls of tho Cooperntive Service 
witil the est»blishnent of the Agricul turists 
Cooper: tive Union when the Coonerstive Survice 
shell appoint the Autitors, 


Article 83, Inspectors snd Auditors shall svnd a copy of 
their report to tho Board of Directors for sub} 
mission to the Generrl Assenbdly, . copy to the 
Union and a copy to tho Cooperntive S.rvice, 


Article 84, Inspection and audit shrll trke plce of the 
Herd Office of the Socicty, 


PART VII 


ed 





DISSOWUPION AND LIQUIDATION OF COUPML"IVE SOGIMEINS 


ee te ee 


Article 85, A Society shell be dissolved in tho following 


cpsns? 
(nx) By the offlux of tine, 
(b) By the completion »f its objects or by 


oceurronce of circunstonces moling th 
completion impossible, 
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Article 87, 


(c) 


(a) 


(e) 
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By the loss vf oll or prrt of ite enpitrl 
making continuetion impossible or unprofie 
teble unless it is resolved, in 2 Genorel 
Assonbly meeting, to issue fresh shere co= 
pital which would aimit of the Society cone 
tinuing in business, 


By » fell in the nunber of members below 
ten, 

By amlgenetion with snother agriculture] 
Cooporntive Socicty, 


By resolution trken by the Goneral Assendly 
for sny other rerson doemed to do imperntive, 


In 211 ceses, dissolution is effected by 
resolution taken by the General Assembly, 


A Society may be dissolved by logel judgment in 
the following evscs: 


(a) 


(b) 


(c) 


If the Society should deal in matters poli= 
tical or r lisiovs, or if it should give 
politionl porties rseistance directly or 
indirectly, 


If it is proven to the sitisfrction of the 
court thet the Society ernnot coitimme its 
operntions regulerly owing to coutinved dise 
loention of its work or to repented infring 
nant of funds ment:1 cooperntive principles, 
or to disregard of the provisions of th 

lew or rules, or to the occurrence of » dis- 
pute nmone its nen»ers or owing to «ny othor 
velid re»son, 


If it is proven thet it is in finweinl dif 
ficvlty owing to repented dofrult in ite 
oblisetion, 


Should the Borrd of Dircctors refuse, » + tho 
request of the Supervisory Committee or » nunber 
of nembers to ell a meeting of tho Genornl 
Assenbly to deeide the dissolution of tho Society 
for one of the ressons onwiereted in Article 85, 
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Article 91, 


Article 92, 
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the Supervisory Consittee or the said menbers 
may refer the matter to the court to pronounce 
the dissolution of the Socicty, 


Tn all eases, the Director of Agriculture shell 
heve the richt to reise 2 ense before the corrt 
donsuding a Judgment pronouncing the dissolution 
of 2 Socicty, This richt is oxercised through 

the Chicf of tho Cooperntive Service, The Prrquet 
may exercise this right in cnses frlling undor 
Aten (n) of Article 86; snd the cr.ditore of the 
Society my exercise this risht in casos fr lling 
wider iten (¢) of Article 86, 


The dissolution of » Cooperative Socicty is a 
natter which falls within the conpetecnce of the 
Court of First Inst-nee in the district where 
the Hord Of%ice is situnted, 


When a Society is wound up voluntarily, it rests 
with the Generel Assendly to noninnte one or 

nore liqnidstors, to indicete the linits of their 
authority, the period of liqnidetion, ond their 
renuters tion where nesessury, The resolution for 
dissolution nuct be teken in necordeney with the 
provisions of Article 76 ond notifies, tegether 
with the nenes of the Mquidetors, to the Coopo- 
rative Service for public: tion, 


The Lioudd: tors shell bovin, without delsy, to 
liquidete the assets ond linbilitics of the 
Society; nnd fron the date of publia: tion of 
their nppointnent, the mission of the Borrl of 
Directors end the Supervisory Committe shell 
torminntos but those two bodies shell give 111 
the aneistence they cnn, every tine they or 
reavired to do co, In thedr work, the liquido= 
tors shell be restricted to completing operre 
tions slrerdy boem, They ney not dinitiets now 
business, They shall enter in the Cooper: tive 
Society's registers the record of the Manidne 
tion necounts, 


On the completion of the winding up, the liquie 


dators ghrll pr powe and submit the rinnl sccounts 
to the sulitors for ‘pprovel, A copy of the 


UNCLASSIFIND 


Article 93, 


Article 94, 


Article 95, 
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final 8. together with the je it 
thereon shell be notified to the Coopers tive 
Service for public»tion, 


Within thirty dovs following the dete of publi- 
ention, members ney object to the liquidation 
account to the Court, All objections are ont 
torether for » sinele judement to be rendered 
in resnect of them all, As sons » judgment 
is reniered, the liquidntors sh:1l notify a 
copy thereof to the Cooperstive Service for pu- 
blicetion in the Official Jourusl pending the 
issne of a special publics tion, 


If na objection is me to the winding uo, or 
oftcr thet objections have been considered ond 
judenents thereon have becone finsl, the liqui- 
dators shall begin the distribution of the lie 
quidated ascets (pert from interest ond divie 
dends due, members are not entitled to recover 
more than the sha-e enpitnl they hove paid,) 

The belance shell be held at the disposl of the 
Goverment to be spent on » generally useful 
project stipulated in the rules of the Society 
or, failing such » stipuletion, on the estrblishe 
nent of nnother Cooperntive Society or nny other 
project of general utiiity to the locality ond 
prefernbly an ayriculturel project. 


As soon ns liquidation is conpleted, the Mquidne 
tors siinll forwerd the distribution nccounts 
together with the registers of the Socioty to 

the Cooperstive Service for custody. 


No law suite neninst members of the Mond of 
Directors or o* the Supervisory Committer in 
connection with their di ties, and no low suite 
seninst the momhers of the Society or o# inst 
the liquidntors in connection vith the viding 
up shall be henrd n’ter the lapse of thre 

yeers Trom the dete of the public: tion of the 
liquidation recounts or Tron thy dr te of » final 
judemont with wespeet to the seid necounts, 


In the ense of » forced winding up, the Court 
slicll appoint the Mdaudetors end shell determine 
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their powers, The liquidators shell be subject 
te control by the Court or the judge doputed 
for the purpose and the Court shell lso hove 
the right to dismics the liquidators on ite own 
initistive, 


DART IX 
pete 


REGIONAL aD LOCAL COOPERATIVE SOCIRTINS AND 
COOMMRESIVE, UNTONS 


Cooperative Societics may join in the formtion 
of Regional or Loce1 Cooper:tive Sociotics hving 
for object either to trons:ct wholesrl: the 
business which each society hod previously wder- 
teken for itself, or to provide weys and menns 
for those societies to underteke thet work, or 
to procure for those societies the mterinls thoy 
need for consumption, 


Rerionel Cooperstive Societies shell be formed 
of avrienltvrrel Cooperntive Societies operating 
in one region no matter the objects of those 
sociitics, 


Loonl Cuoperstive Sosietics shell bo formed of 
Agricultirnl Coon rative Societios heving one 
and the sane object, 


Regional ond loen1 Choperntive Societins may 
establish enong thensely:s a Union having for 
its object tho inspection of the work of the 
affilisted societies end the examinetion of 
their necounts in recordence with the provisions 
of Article 81 end 82, A Union my rlso under 
trike to sdvise the soetetios comprised therein 
on the menagement of their business, to h lp 
individunls setting uo Cooporntive Societies, 

to tench thon how to regulete such societios ond 
to diffuse among thom the spirit of eooperntion, 


The estab dshuent of Reeionnl snd Locs1 Cooper» 


tive Societies nnd Unions shall be realotad by 
decree setting out the rules governing thoir 
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operrtions, The decree shell he proposed by 
the Director of Agriculturel Services, 


Pant X 


PROVISIONS RELATING TO PHN JT IKS 


Shell be lisble to a fine of LL 500 or to ine 
prisonnent not oxceeding one yenr svert fron 
henvier penslties lnid down in the Pennrl Code, 


(o) 


(b) 


(c) 


(a) 


(e) 


Founders, members of the Boord of Directors 
pnd Supervisory Committec, mum gers, deputy 
rdministrators, inspectors, suditors ond 
liquidators, who sh-1l hve wilfully ineluded 
strtements or figures, in documents, :ceounts 
or reports, transmitt:d to tho Cooperntive 
Service or to the Court indicrting a state 

of sffairs dif*crent fron the rcturl strate 

or who shall heve wilfully withheld or con- 
cerled sll or vert of the rerl frets, 


Members of tho Board of Dircetors end the 
Supervisory Cormittes, monigers ond their 
deputios who, without the propsrntion of finsl 
eecounts, or contrary to the frets revorled 
by the final accounts, or in sc:ord:nece with 

ft finnl secovnt frrudulently set up, shll 
hove distributed interest or profits fron 
funts which ure not rctual profits, 


Members of the Borrd of Directors said Supore 
visory Committers, manages end their des 
putics who shell heve distributed or sllow d 
to be distributed profits contrury to the 
provisions of Article 78, 


Menbers of the Bonrd ofMr. ctors who shrll 
hove issued shores for less then their 
noninel valve or for more then thet nominnl 
vrluc, 


Members of the Board of Directors snd Suprr- 


visory Committee, manrgers end their demtics 
who shall hve erented loons or neeopted 
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deposit of money, or given cuarentecs or 
ollowed discounts contrary to the provi- 
sions of Article 33 nnd 45, 


(f) Liquidators who shall hnve distributed orong 
nenbers the assets of the Society contrery 
to the provisions of Article 94, 


In the ease of forced winding up on grounds of 
financiel difficulty the nemhers of the Board 
of Directors end Supervisory Committee, managers 
and their deputies shell be lisble to the penale 
tios lnid down in Article 231 of the "cnal Corte 
if it is proved thet they h' vo committed ono of 
the acts specified by Article 7 of the law dated 
August 9th, 1921, In the seme ense they shall 
olso be lirble to punishacnt unter the provisions 
in Article 222 of the Penal Code if it is proven 
that they have committed any of the acts spoci- 
ficd in Article 289, parseraphs2, 3 and 4, and 
in Article 290, parsgraphs 4, 3 and 6 of the 
Corviereinl Code as conpleted by Article 6 of the 
Lew of Angst 1921 shove mentioned, 


Mvory person who shall, without heving the right 
to do so, use in his comercinl correspondence 

or on his sijmeboards or in sny rdvertisenent or 
other norns of publicity eny nemo which shell 
induce the belief that the business he is aennge 
ing or his wnderteking is conlucted ns ~ cooperne 
tive undert: cing or who shall tke any nome which 
shall nislowl the public into the belief tht 
the undertr}ing is en Asricultur:1 Cooperative 
Society, shrll be linble to 2 penrlty of LL 250, 
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DECREY NO, 1/25}, 
DATED NOVIMBER 17th, 192 


Specifying the Benefits Granted to 
Agricultural Cooperstive Societies 


Agricultural Cooperative Sociotics shall enjoy 
the following benefits: 


(a) 


(») 


(c) 


(a) 


(f) 


They shall be exempt from nll proportional 
or other duties or fees chargonble on 
agreements relating to their formation or 
te the amendment of their rules, Attestee 
tion of sipnatures and public«tion of the 
said agreements shnll be free of charco, 


They sholl be exempt from the pryment of 
registration foes in respect of their 
provertics ond from the pnyment of the ote 
testetion fer in respoet of the signsturcs 
of those documents, 


They shall be oxeinpt from the payment of 
the provisional deposit reuuired for th 
submirsion of tenders er lled for by Govirne 
ment when the supply is witiin the seonu 

of their activities, 


Membors of » Opoperntive Seeioty er exempt 
from rll fers in rspect of thy reeistrie 
tion of mortences they give an» security 
for loans erants) by the Society, 


Cooperstive Societies shall be exomnt from 
the payment of -11 Court and lee 1 fr s in 
rospect of exses brought by the anid Socioe 
tics for the r- covery of debts lve to thom, 


Cooperrtiy Soetetios shell benefit from no 
reduction in the price of ell produce sold 
by the Ministry of Agriculture; nnd they 
may ebtrin x reduction in the fe a chara d 
by the Government for chomienl oxnmine tions, 
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These reluctions shall be determined by 
a decision taken by the Ministry concerned, 
(2) Cooperative Socicties shall be exemot from 
the pnyment ef 211 taxes due on built up 
property, 


Article 2, This decree shall be published and notified 
wherever necessary, 
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